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ROVINCLAL AFFAIRS 


SICHUAN'S EXPERIENCES IN ECONOMIC RESTRUCTURING 


Beijing ZHONGGUO SHEEHUL KEXUE [CHINESE SOCIAL SCIENCES] in Chinese No 4, 
10 Jul 8&4 pp 27-44 


[Article by Lin Ling [2651 0407] and Gu Zongcheng [7357 1350 2763]: “Sichuan's 
kxperiences in the Restructuring of the Economic System"; edited by Yan Ling 
(3601 0407] ] 


[Text] This article is part of the book written by the authors 
for the "Contemporary China" series. It first studies the 
historical evolution of the economic system and the restruc- 
turin; ot the system of "three-line" construction in Sichuan 
and then deals at some length with the reforms in the agricul- 
tural, industrial, commercial and other basic sectors of the 
national economy as well as with the restructuring of the 
planning, circulation and pricing systems which followed these 
reforms. It also deals with the importance of the economic 
zones and economic networks based on key cities. Finally, it 
raises several noteworthy questions concerning the restructuring 
of the economic system. 


I. Historical Evolution of Sichuan's Restructuring of Economic System 


Sichuan is the province with the largest population in our country. Before 
liberation, its economy was based mainly on agriculture and very little on 
industry. In the 30 years or more after the founding of the republic, large- 
scale socialist construction has been carried out in this province and its 
economy has undergone great development. In 1982, compared with 1949, the 
gross industrial and agricultural output value increased 9.8-fold, including 
a 2.5-fold increase in the gross agricultural output value and a 50-fold 
increase in the gross industrial output value. Industrial fixed assets here 
rank second in the country. 


Since the founding of the republic, Sichuan, like the country as a whole, has 
restructured its economic system several times, although it had its own special 


j eat ures, 


In the early post-liberation period, Sichuan was made up of Eastern Sichuan, 
Southern Sichuan, Western Sichuan and Northern Sichuan--each with its own 





commissioner's office--in addition to Xikang Province and Chongquiny, Munici- 
pality. They were all under the Southwest Administrative Committee, which was 
an administrative organ at the national level with a number of functional de- 
partments in charge of the economy. It is in direct control of the economy 

of this region on behalf of the People's Central Government. The Southwest 
Administrative Committee was abolished in 1954 and these six regions were com- 
bined to form Sichuan Province, with its economic work directly under the 
leadership and administration of the People's Central Government. Chonggquing 
Municipality, however, continued to be directly under the central yovernment. 


During the period of our national economic recovery and the First 5-Year Plan, 
the state was confronted with many arduous tasks, such as economic recovery, 
stabilization of the people's livelihood, support for Korea in the struggle 
against U.S. aggression, the socialist transformation of the system ot private 
ownership of the means of production and other key construction projects. The 
power of economic decision and management was concentrated at the central and 
regional levels, and a highly centralized economic system with administrative 
control as its main teature was later established. At that time, Sichuan's 
econouic system had the following salient features: 


Agriculture was controlled by the province (commissioner's officc), the pre- 
fectures and the counties. The main task was the liquidation of bandits and 
local ruffians, reduction of rents and return ot deposits, land retorm and 
then the agricultural cooperative movement and the gradual development of 
mutual-aid teams and primary cooperatives. Agricultural production was subject 
to the market's regulative role and organized at the peasants' own initiative. 
After 1954, the principal agricultural products were exclusively purchased and 
marketed by the state. At that time, when the land retorm had just been com- 
pleted, initiative in the individual economy and mutual-aid cooperation among 
the peasants had their roles to play, and production developed rapidly. In 
1957, grain output in the province reached 42.61 billion jin, a 29.7 percent 
increase over 1953 with a progressive increase of 5.4 percent each year. The 
zross agricultural output value also showed a 41 percent increase over 1952 
with a progressive increase of 7.1 percent each year. The peasants" liveli- 
hood showed a marked improvement. 


The major industrial enterprises ari products were directly controlled by the 
industrial adriinistration department of the Southwest Region, This contro! was 
taken over by the Government Administration Council after the abolition of the 
region, while the »>ther enterprises were separately controlled by the province 
(commissioner's office), the prefectures and the counties. According to the 
statistics of 1953, the 92 enterprises under the Southwest Region accounted 
for 1.2 percent of the total number of enterprises in the province, but they 
had 131,279, or 51.8 percent, of the total number of workers. The 50 enter- 
prises directly under the province had 18,035 workers, only 7 percent of the 
total number, and the 481 enterprises under the prefectures and counties had 
20,170 workers, 8 percent of the total number. In addition, there were 6,859 
cooperatives and private enterprises (including individual bandicratt house- 
holds) with 84,100 workers, 33.2 percent of the total number. They were guided 
by the general and specific policies of the industry and commerce department 
of the government. The state exercised direct and exclusive leadership over 
the enterprises. The affairs of state-run enterprises and joint state-private 








: eur ; _— vl annie Fos a one >] lear + 
enterprises relatiny to pianning, finance, personnel, labor and wa "eS, material 


transfer and capital construction were all controlled by one department in 
charge. The cooperatives and private enterprises were generally controlled by 
the government's industry and commerce department either directly or through 

the joint industry and commerce association. Handicraft industry was controlled 
by the handicraft covperatives organized by the province, the prefectures and 
the counties, with the characteristics of a collective economy. The state used 
both administrative and economic means in dealing with the state-run and the 
joint state-private enterprises. In the state-run enterprises and those state- 
private enterprises in which the state had the major share, the administrative 
method of unitied planning and centralized control was often used, although 

some relatively flexible economic methods, such as the retention of above- 

quota protits, were used at the same time. In those joint state-private 
enterprises in which the private sector held the major share, such economic 
means as regulation by taxation and control of credit were used. At the same 
time, some administrative methods, such as assignment of mandatory plans, re- 
quisition of equipment and the dispatching of cadres to exercise direct control, 
were also used. When the socialist transformation was basically completed, 

the state gradually enforced mandatory plans on the joint state-private 
enterprises, and their products were exclusively marketed by the commerc« 

and supply departments. Handicraft production was regulated by market demands. 
In the state-run enterprises, the system of tactory directors assuminy tull 
responsibility and the system of workers' congresses, both of which were under 
the leadership cf the party committee, were introduced. At the same time, the 
System otf factory director funds, the system of eight-grade waves and the 
system of piecework wages and rewards were adopted. The powerful trade unions 
played very important roles in the economy recovery and in development and in 
improving the workers’ livelihood and safeguarding their democratic rights and 
in enhancing their political and ideological consciousness as well as in raising 
their cultural and technical levels. 


Che important task in this period was to form a circulation network with the 
state sector in commerce and the supply and marketing cooperatives--whose 

shares could be bought by peasants with their pooled funds--playing the leading 
role. In the province, eight state-run special commercial companies were 
established at different levels according to departmental affiliations. These 
special companies were under the dual leadervhip of the general company atfili- 
ated with the Ministry ot Commerce and the commercial administration departments 
of the localities, with the tormer in the leading position, and used «a unified 
system of accounting for profits and losses. Wholesale agencies were established 
according to the rational flow of commodities to take care of purchases and 

the distribution of commodities. Fairly flexible price policies were adopted 

in commercial operations. For minor industrial products inedaily use, the 
prices were set through consultation between industry and commerce. The admin- 
istration organs and the enterprises followed the policy of a division of labor 
between the government and the enterprise. The main duties of the conmercial 
administration departments at all levels were: to implement the central ;overn- 
ment's general and specitic policies, to provide unified leadership and exer- 
cise control over the domestic market, to organize and arrange a balance 


lemand and to control commodity prices with the power 


between market supply and « 


invested by the relevant policies. They did not interfere with the rout ine 








business activities of the commercial enterprises. For the supply and market- 
ing cooperatives, there were unified leadership and the system of unified 
planning, accounting at every level and responsibility for profits and losses. 
Democratic management was practiced in financial affairs. The state strongly 
supported the supply and marketing cooperatives so that they could rapidly 
become the mainstay of rural commerce. Later, however, because of the haste 
in the transition to the system of ownership by the whole people, the supply 
and marketing cooperatives" characteristics of a collective economy were not 
preserved, and in 1956, they became state-run commercial enterprises. This 
w2s a mistake. 


[The supply of materials was at first organized by the depertment in charge 
urder the administrative region and later by the various departments of the 
central government along "departmental lines" which were also mainly used by 
the province (commissioner's office). In 1955, Sichuan began to set up its 
independent supply system. However, there was no change in the system of 
direct supply from the central government departments to their affiliated 
enterprices. 


At that time, Sichuan began to carry out some key construction projects, 
mainly for railways (the Cheng-Yu line and the Bao-Cheng line), but the pro- 
jects were not many. Of the 694 large and medium-size projects in the whole 
country, only 16 (including only 4 cf the 156 key projects) belonged to 
Sichuan, and the investment was entirely allocated by the central departments 
in charge. Even the local projects for agriculture, forestry, water conser- 
vation, culture and education, public health and public utilities in the 
cities wad to be designated by these departments of the central government, 
and the funds had to be allocated by the Ministry f Finance. For building 
work in capital construction, the system of interaction between two parties 
was adopted. 


According to the finance system, both revenue and spending were handled by the 
State at first. In 1954, when financial organs were established at the national, 
provincial and county levels, the system of “apportioning revenues and expen- 
ditures between the central and local authorities, making changes once a year, 
keeping enough in reserve and returning the surplus to the state" was used, 
and the province was given a certain flexible financial power. However, the 
scope of spending still had to be approved by the Ministry of Finance. During 
the First 5-Year Plan, Sichuan's local revenues had a surplus of 529 million 
yuan. After using it to buy equipment according to regulations, to back up 
the reserve turnover funds and to replace what had been paid to the national 
treasury, there was still a balance of more than 100 million yuan, all of 
which was turned over to the central government. 


Summing up, we can say that the state's control over the economy at that time 
was highly centralized. However, there existed many different economic sec- 
tors, and the objective economic law was fairly well respected in people's 
tminds. Although the state was exercising centralized control, it also used 
economic means for regulation. For these reasons, there was no conflict 
between highly centralized control and normal activities in economic life. 
This was an important feature of the economic system at that time. 





After the successful completion of the socialist transtormation and the First 
S-Year Plan, the need for public ownership continued to be emphasized, the 
scope of the state sector in the economy continued to expand, mandatory plans 
continued to increase, the regulative role otf economic levers continued t: 
decline and the economic system continued to develop in the direction ot hiyh] 
centralized control by the central departments. This greatly atfected the 
enthusiasm of the localities and enterprises. Comrade Mao Zedong discovered 
this defect in the economic system and offered some correct retorm ideas such 
as the expansion of power for the localities and enterprises; consideration 


the interests of the state, the collectives and individuals; independenc: r 
the localities and enterprises while still maintaining national uniformity; 
and so forth. These ideas were soon universally hailed, especially by th« 
localities and the enterprises. These guiding ideas vave rise to the vision 

a reform. In 1957, the Party Central Committee and the State Council adopts 
a resolution to reform the financial, industrial and commercial administra- 
tions. The first experiment in the restructuring of the economic system be; 
in our country in 1958. 

However, this reform did not proceed along these correct lines at all, since 
it was influenced by "leftist" thinking and its orientation was changed bv t} 


"Great Leap Forward" and the People's Commune Movement. Thus instead ot 
attaining its goals, the reform was traught with serious consequences ti 
economic development. People's communes appeared in Sichuan within a month, 
and in less than a year, 2,379 ot the 12,615 handicratt cooperatives, organized 
after the socialist transformation, became state-run tactories, and some 
others were controlled by the communes. In business operations, the coopera- 
tive's responsibility for its own profits and losses was replaced by the 
state's respersibility, while the individual economy was almost totally elimi- 
nated. In commerce, all the special yeneral companies were abolished, the 
policy of combining the government with the enterprise was adopted and th 
cooperatives were merged with the state sector ot commerce. The basic-lev 
finance and trade organs and their personnel, with a itew exceptions, wer 
downgraded to be controlled by the communes. More than 90 percent of the 
enterprises under the departments of the central government were downgrade 

to be controlled by the province which in turn downgraded some of their enter 
prises to be controlled by the municipalities. Local 
multiplied in the wake of the mass movemeat to produce steel! on a large si 
The number of workers in the province was 934,000 in 1956 (including 573,! 

in the state sector and 351,000 in the collective ector). In 1958, thi 
number was sharply increased to 2,836,900 (including 2,634,400 in the tate 
sector but only 202,500 in the collective sector). the state's unitied ettort 
were seriously weakened, the scope of the mandatory plans was needless! 
expanded and setting high targets and issuing arbitrary and impractical dirs 


mn? 


envcerprises ray LGi 


- 


tions became the order of the day. Furthermore, mmodity production a: 
change and the role of the law of value were totally rejected, public me 
halls were set up to provide free meals, piecewor! lune ind the syste 

rewards and of factory directory funds were all abolished a the princi 
"to each according to his work" was negated. Such an cconomic system wa 
obviously contrary to the basic principles ot! cialist econ ind in 
patible with our nationa\ conditions. That was why this reform was doome 


fail. 





In 1960-1962, our national economy was 
Sichuan. In 1961, grain output cropped t 

29.9 billion jin, or 23 percent, from 1949 Compared with !957, the output 
of cotton was 61.4 percent lower; edible oi l 

percent lower; and pork, 50 percent lower. People had a very hard time, 
aycicultural production was confined to only one product. The Party Centr 
Committee then adopted the policy cf j li hii 
and raising standards" and corrected the mistakes of the "Creat Leap For 


by restructuring the economic system once again. Control ver most enter- 
prises and the authority which had been delegated to the province and i- 
pality were returned to the central government, the rural people's commun 
adopted a new system of three-level ownership with the production team as the 
basic unit and the family sideline occupations and village fairs were restored. 
Those collective enterprises, which had been blind!y converted into state-r 
enterprises, recovered their original status, the scope of mandatory plans was 
" 


reduced and the roles of the law of value and the principle "to each accordin 


to his work" were brought into play once again. At thi ime time, the Part 
Central Committee established here its regional outpost--the Central Coveriment 
Burcau--whose functions were slightly different from those of the former admin- 
istrative region. Just as it had been shortly after the tounding of the repub- 
lic, when a high degree of centralization was required, the cconomy guic) 
recovered and developed during the 3 years of economic readjustment under thie 
same highly centralized system. The state was then able t centrate it 
money, materials and manpower to start the key project t “three-line” n- 


Struction which surpassed even the First 5-Year Plan in scale. Sichuan wa 
year behind cthe other provinces in the country in correcting the mistakes 4 
carrying out the readjustment , and the damage it surreredad was also more 


ious. However, its recovery was very rapid. In ayriculture, yrain procus it 
was reduced and the commune members were given 5-/ percent of the land a ! 


vate p'ots. By 1965, grain output in the province returned to the 41.11- 
billion-jin level, a 30.9 percent increase over 1962 with an averape proyre: 
sive increase of 9.4 percent each year. People's living conditions were 


j 


improved. In industry, closing, suspending, merging and retooling for other 


lines of products were carried out in a big way, ard in 1963, the number «! 
workers in the province was reduced to 1,104,000 (including 816,500 in tlh 
state sector and 287,500 in the collective sector), a reduction of 1,732,900, 
or 61 percent, below the number for 1958. In administration, the "70 Article: 
in Industry" were implemented, whereby the basic administrative system wa 
restored and improved, along with sume new administrative methods, su is t 
cadres' participation in labor; the three-in-one combination of cadres, work 
and technicians; accountirg in teams and shifts; and so torth which led to th 
gradual recovery and development of industrial production. 

Just as our national economy needed stable development and the “thre: ine” 
construction began its upsurge, the "Great Cultural Revolution” broke out i 
1966. During the political turmoil, the original cconomic system was lavels 
"revisionism," "capitalism" and "departmental dictatorship,” and another 
drastic change followed. This time, there were not only the apyyravati 
such mistakes as the downgrading of enterprises, the escalation of the ter 


of ownership and the negation of the law of value and the principle “to « 
according to his work" but also the further rejection «| lentil i 
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government s ministries and comm ssions, the Cr goutiwesct DuUredau 

provinces, namely, Sichuan, Guizhou and Yunnan. Its principal dut 
. , ' . . . - , , 

to implement the general and specific poiicies o1 the central pove 


cerning the "thcee-line™ construction and the const 

and approve the designs of construction projects, the selectio: 
Sites and the work plans; to coordinate the work of the central 
the provinces and the localities in various aspects; tv contin 
ment of persons selected for the worksite command post in vari 
and to supervise and inspect the implementation of the centra 
general and specific policies and the construction plans. Th. 
post was formed of the representatives or the construction unit 
building units and the local party committees, supply depuartmen 
According to the system adopted, the leader of the command post 
full responsibility under the leadership of the party committee 


the responsible person of the construction unit served as tl 


ruction plan: 


and his principal duties were to carry out in practice the constru 


tor the projects approved by the central yvovernment and t! 
° vv : * . . . ° 2? a — - 
line’ Construction Committee; to exercise unified command ove 


construction work, the supply of materials and funds and the 


r@ 


local assistance; and to ensure that the projects would | 
schedule and meet the set standards of quality. 

The Panshihua iron and steel base was a key project in Sichua 
construction. In order that it could be completed and put int 
soon as possible and could acquire a comprehensive productive 
command posts for coal, electric power, communications, buildi: 
forestry and building industry were set up under the general « 
Panzhihua construction project. Under unified planning, al! 
structure proceeded hand in hand with the work on the ftacilitic 
trial production of iron and steel. That was why when the iron 
enterprises were in operation, the products ot metallurgical 
electric power, railwavs, highways, bridges, cement, timber ar 
buildings were all basically adequate to meet their requirement 
of construction--the Panzhihua mode--will be otf 


construction of new industrial bases in [tuture. 


In coordinationwith this svstemot three-level administration, t 
banking and labor departments also introduced a seris f efte 
to accelerate the "three-line" construction. 

[In the control oft supplies, the supply organs, tormed accordin 
tive zone S, were abolished and the yid convention r transtert 
ilony administrative channels were no lonver used. vw iteria 
were formed according to the construction lavout and the econ 
vseous tlow of materials so that the supply of materials could b 
the same or nearby localities. At that time, the supply depat 


its headquarters in the Southwest Re,ion and its supply bure 
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supply department, which took overall charge of the ordering of goods from the 
production enterprises. The production enterprises would then deliver the goods 
directly to the supply bureaus in the locations where the construction projects 
took place. These supply bureaus finally supplied the materials in complete 
Sets to the construction units. Orders for mechanical equipment were placed 

by the State General Bureau in Charge of Complete Sets of Equipment with the 
relevant production enterpises according to the equipment list for each pro- 
ject, and the equipment was later supplied in complete sets. In the case of 
third-category materials, the work teams dispatched by the Finance and Trade 
Department under the State Council and stationed in the southwest (including 
the representatives of the commerce, zrain, supply and marketing cooperatives 
and other departments) were to organize the sources of goods in collaboration 
with the local finance and trade departments, and these goods were supplied 

to the construction units by the local supply bureaus. These reforms greatly 
reduced the longstanding inconveniences caused by the supply of equipment in 
incomplete sets, late delivery, roundabout transportation and duplicate 
supplies. 


In the administration of construction funds, the provincial construction bank, 
besides establishing its branches in various prefectures, municipalities and 
autonomous prefectures, also set up directly affiliated organs in the places 
where large and medium-size construction projects took place. The bank per- 
sonnel joined the finance personnel of the construction units in working out 
budgets, and when these budgets had been approved by the relevant leading organs, 
funds were appropriated on the spot according to the budget and the progress 

of work. These reform measures not only ensured the prompt and proper supply 
of construction funds but also tacilitated supervision and checks on their use. 


In labor administration, the method of the three-in-one combination of the 
professional construction force of the department in charge, the local pretes- 
sional construction force and the peasants" construction force was used in the 
construction. The production enterprises adopted the system of combining regu- 
lar workers with contracted workers and rotational workers. Implementation of 
this policy enabled a large number of peasants to enter factories to be tem- 
pered for large-scale socialist production and to be enlightened politically, 
ideologically, culturally and technically, besides increasing their income. 

The factories, for their part, were able to reduce their economic burden because 
of the reduction of regular employees. Some enterprises (such as the coal 
mines) were even able to maintain a contingent of workers who in the best vears 
of their lives were constantly at the forefront of production. 


These reform measures in the system of "three-lince" construction played a 
remarkable role in shortening the construction cycle and accelerating progress. 
In 1965, the first year when the construction formally began, 98 percent ot! 
the planned investment was used, and 30 of the 48 projects, listed as key pro- 
jects, were completed and put into operation, while another 12 proceeded 
according to plan in the same year. A tota of 102 key projects were listed 
for 1966, and it was planned that 32 of them .uld be completed and put into 
full operation, while another 50, making a total of 82, would be put into par- 
tial operation in the same year. It actually turned out that 41 of them were 
completed and fully commissioned while another 42, making a total of 83, were 
put into partial operation. For such a large comprehensive construction 








project as the Panzhihua iron cand steel base, the entire advance work was com- 
pleted in only half a year, and the project was put into operation on a limited 
scale. Completion of the whole project tvuok only 3 years (including the time 
wasted in the "Great Cultural Revolution"). 


The system of "three-line" 


construction administration, as we view it today, 
had many defects, such as inadequate advance work; the impossibility of ensur- 
ing good quality when prospecting, designing and construction were carried out 
simultaneously in some projects; over-dispersal of some projects; and a lack 
of supportive work for others. All these were disadvantageous for production. 
Furthermore, in management, administrative means were mostiy used with very 
little opportunity for economic means to play its regulative role. There was 
also the prevalent practice of “eating from the same pot" in the use of funds 
and little attention was paid to economic results. On the whole, however, 
this has justitiably been a useful experiment in restructuring the system of 
capital construction. 


[il. Restructuring of the Economic System in Sichuan Since the 3d Plenary 
Session ot the |llth Party Central Committee 


Since the 3d Plenary Session of the Ilth Party Central Committee, Sichuan has 
followed the central authorities’ policy of “readjusting, restructuring, con- 
solidating and improving" and has conducted sweeping and etfective reforms in 
he economic system. Now, besides consolidating and developing the gains from 
the preliminary reforms, it is bringing into play the role of Chongqing 
Municipality as a key city and is conducting experiments in the comprehensive 
reform of city-based economic zones. 


(1) Agricultural Reform 


Sichuan's rural reform began with the system of responsibility for agricultural 
producticn. In 1977-1978, because of the disruptions by the “gang of four" and 
the fetters of "leftist" thinking and policies over a long period, the develop- 
ment of production was very slow, and the peasants had a hard time. There was 
also a serious shortage of grain and nonstaple foodstuffs for the urban and 
rural population. Under such conditions, the recovery and development of 
Sichuan's economy would have to start with the recovery and development otf 
rural econony. Therefore, two important measures were adopted: first, to 
adopt "flexible policies" and, second, to “rest and build up strength." The 
purpose of the first measure was to free the peasants from the bondage of 
"leftist" policies. The peasants’ private plots were enlarged from 7 percent 
to approximately 15 percent of the total farmland acreage, and the bans on 
peasants’ family sideline occupations and on the marketing of their surplus 
products were lifted. Thus, with family sideline occupations restored, the 
village fairs were reopened, the principle ot adapting measures to local con- 
ditions was upheld in farming and the regulations that forced the peasants to 
plant double-cropping rice were abolished. At the same time, the rights ot 
production teams were respected, while supports were given to the peasants in 
the svstem of "contracting output quotas to groups" and popularizing Xindu 
County's "four specialized forces" (specialized teams, specialized groups, 
specialized households and specialized persons). The peasants were also en- 
couraged to develop economic diversification, The implementation of these 








policies yreatly aroused the peasants" enthusiasm, and the ayricultural side- 
line production recovered rapidly, thus paving the way for the adoption ot! 

the output-related contract system for households and the appearance of large 
numbers of specialized households. The second measure aimed at reducing the 
tax burden on the peasants (particularly those in the economically backward 

or remote and mountainous r: gions) and solving the problem ot feeding and 
clothing them. Implementation of these policies enabled the peusants to enjoy 
better living conditions on the basis of production recovery. 


The 3d Plenary Session of the llth Party Central Committee tormulated a 

series of policies to reform the rural economy through agriculturai recovery 

and development: first, the reform of the rural economy with expanded decision- 
making power for the peasants in production; second, the tairly large increase 
in the prices of agricultural and sideline products in order to increase the 
peasants" income; and third, replacement of the policy of growing only grain 

in agriculture with that of comprehensive development in ayriculture, fores- 
try, animal husbandry, sideline occupation and tishery and comprehensive 
undertakings in agricultural, industry and commerce. On such a basis, the 
Sichuan provincial party committee put forward a distinctive yuiding principle 
ot “relyiny on policies first and science second." the implementation of these 
party policies yielded remarkable results. 


First, on the basis of contracting output quotas to groups, the systems of con- 
tracting output quotas and work quotas to households were adopted, and 99 per- 
cent of the production teams in the province adopted the output-related contract 
system tor households under combined unified and separate management. The 
popularization of this system and the reform of the commune system led to the 
successive emergence of specialized households and priority households. Accord- 
ing to incomplete statistics, up to the first halt of 1983, the number ol 
specialized households and priority households amounted to more than I[1 percent 
of the farming population in the province. This helped in the division of 


labor in the rural community and opened the way for the development of 
dity production in the countryside. 


COommMo- 


Second, experimental reforms in the commune system were carried out in the 

three covnties of Guanghan, Xindu and Qionylai. The people's communes were 
chanyed to townships, and according to the division oi labor among the party, 
the government and the enterprises, township party committees, township povern- 
ments and integrated agricultural, industrial and commercial companies, which 
served as economic organizations, were established in the countryside. The 
former production brigades were changed to villages accordiny to the geographic 
distribution of natural villages, while village party branches were formed and 
village heads were appointed to take charge of party and administrative aftairs. 
ihe cconomic organizations at the production brigade level were abolished. The 
production teams generally became independent economic entities, and some ot 

them changed their names to "agricultural production cooperatives." The ccon- 
omy at the commune and production brigade levels was originally insignit icant 
because their enterprises came into existence only as a result of arbitrary 
requisitions of land, funds and labor from the production teams. These communes 
and production brigades, therefore, generally were to be run by groups of pro- 
duction teams (cooperatives). After the reform of the commune systen through 








the "separation between government and commune," the division of labor amon 


the party, the government and the enterprises became more distinct. The 
leading cadres ot the enterprises were now elected or invited in by the worker: 
instead of heing appointed by the higher authorities, and the managers could 
“torm cabinets." Thus the number of experts in economics and administration 
increased, and the methods of coercive orders, arbitrary directions and indis- 
criminate requisitions were no longer effective. The cadres’ workstyle was 
improved and economic work proceeded according to economic law. This greati\ 
raised the morale of the peasants in production and business management. Now, 
most of the communes have popularized the experiences of these three counties 
in carrving tne reform and have even introduced some new features. 


Third, important changes have taken place in the pattern of agricultural pro- 
duction and in the structure of the rural economy. Instead of producing onl, 
grain, there has been a comprehensive development of agriculture, forestry, 
animal husbandry and fishery and an integrution of agriculture, industry and 
commerce. The output of cash crops increased by a wide margin, and the village 
enterprises were full of vitality. According to statistics, in the gross apri- 
cultural output value in the province, the ratio of the combined output of 
forestry, animal husbandry, sideline production and fishery rose from 35.6 
percent in 1978 to 44 percent in 1982. At the same time, integrated ayricul- 
tural, industrial and commercial enterprises, including the integration of 
animal husbandry, industry and commerce; forestry, industry and commerce; 
fruit, industry and commerce; tea, industry and commerce; medicinal herbs, 
industry and commerce; and so forth, were developed. Among the well-known 
ones were the Integrated Changjiang Agriculture, Industry and Commerce Comp. 
of Chongqing; the Fenghuang Agriculture, Industry and Commerce Enterprise 0! 
Qionglai County; and the Integrated Agriculture, Industry and Commerce Enter- 
prise ot Heihutan. They all created fairly good conditions for the developmen! 
of commodity production and exchange in the countryside. 


Fourth, the number of varieties to be procured according to mandatory plans 

was reduced, and stress was put on the use of economic levers to regulate ayri- 
cultural production. in !979, under the state's unified arrangement, the pro- 
curement prices for 22 a,ricultural sideline products were raised. Later, 

such policies and measures as granting a price subsidy and paying higher pri 
for above-quota procurement were adopted for cotton, edible oil, tea, sugar 


canes, tobacco and other cosh crops. Beginning in 1983, the procurement pric: 
of rapeseeds was appro; riatel. lowered. The conscious application of the law 
of value and the polic: of allowing it to play its spontaneous, regulative 


role in the village tairs also contributed to the development of agricultura! 
production. 


After these retorms, a brand-new situation characterized by the vigorous 

development of grain production, economic diversification and commodity pro- 
duction through the efforts of 80 million peasants appeared in Sichuan's 

countryside. This situation speeded up the transition of the countryside 1) 
a self-sufficient or semi-self-sufficient economy to a specialized socialist 
commodity economy. According to statistics, the grain output of the province 
in 1982, compared with that of 1976, increased by 46.9 percent with an avera 
annual increase of 7.8 percent, and the gross agricultural output valuc 
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increased by 73.2 percent, with an average annual increase of 12.2 percer.c. 
In Chongqing (including the Yongchuan area), the commodity rate of ayricul- 
tural sideline products was 31.03 percent in 1978 and rose to 34.53) percent 
in 1982 (according to incomplete statistics). 


The development of commodity raised the following three objective demands: 


First, the continued increase in agricultural sideline production created a 7 
demand tor facilities for timely processing, storage, refrigeration, trans»or- 
tation, procurement and marketing. All these facilities were bevond the 

resources of any single household, and even the state sector in industry, 

commerce and transportation could not fully meet this demand. Therefore, it 

was necessary to use the peasants’ funds and the surplus labor in the country- 

Side. Lack of these facilities would dampen the peasants" enthusiasm in 

developing commodity production or even bring them damage. 


Second, the development of agricultural commidities raised an increasingly high 
demand on the quality and variety as well as the intensive processing of side- 
line products. Therefore, there has been an ardent desire among the peasants 
to learn about the use of scientific nethods in agriculture. A vigorous 
development in scientific and technical undertakings was therefore urgently 
needed. 


Third, after the introduction of specialization in agriculture, the enlarged 
scope of production demanded more and more social services without which the 
specialization couid not take place. Now in Sichuan's countryside, various 
cooperative undertakings in processing, transportation and marketing in addi- 
tion to seed companies, fodder companies, plant-protection companies, immuni- 
zation companies, farm machinery service companies, accounting service com- 
panies and other community-orieated services are vigorously developing to meet 
the peasants' demands. 


With the development of these enterprises and public agencies, the division of 
rural social work and the specialization in cooperation will assume greater 
dimensions and new productive forces will be generated by the development of 
specialization and cooperation. Because of the peasants’ great enthusiasm in 
studying and applying science, the productive forces transtormed from scien'’i- 
fic farming will continue to increase. With their scientific and economic 
resources, these enterprises and public agencies will gather the peasants 
around them and organize them into a new coalescing power. Our socialist apyri- 
cultural cooperative economy will also find with this power its own way of 
further development. 


(2) Reform in Industrial and Commercial Enterprises 


Reform in the cities of Sichuan began in the fourth quarter ot 19/78 when the 
restructuring of the economic system in the counryside was in proyress. At 
that time, Sichuan's industry, in terms of fixed assets, ranked second amony 


the 29 provinces, municipalities and autonomous regions in the country. How- 


ever, its output value and economic results were very poor. Apart from the 
disrupt ons by the "gang of four," this was caused by the prolonged, highly 
”? 


centralized control over the enterprises and the overly riyid system of eatiny 








from the same pot." Under this system, the enterprises became an appendage o1 
the administrative organs and had to be manipulated like the “beads of an 
abacus." Thus the initiative of the enterprises and the workers was severe!» 
stiiled until the economy became ossified and devitalized. For the recovery 
and development of Sichuan's industry, therefore, it was first necessary to 
arouse the enthusiasm of the enterprises and workers and to liberate the enter- 
prises’ productive forces. It was on such an understanding that Sichuan pro- 
ceeded with the restructuring of its urban economic system, beginning with the 
expansion of the enterprises’ decision-making power. 


Sichuan's experiments in the expansion of decision-making power for the enter- 
prises began with six industrial enterprises. The experimental methods were 
then far from perfection, and the work has focused on cncouraginy the masses 
to discuss plans to increase production and practice economy. On the basis vo! 
increased output and revenues, the enterprise could retain a portion of its 
profits and the workers could receive their bonuses. This method raised the 
wrale of the enterprises and workers and showed fairly good results within 
only a quarter. At the end o-. 1978, the provincial party committee and the 
provincial government summed up the experiences of these 6 enterprises and, 
atter many deliberations, worked out the 14 points of regulations for the 
experiments on the way to combine responsibility with riyhts and interests. 
Besides clarifying the enterprises’ responsibility to the state, these regula- 
tions also defined the power of the enterprises in such matters as production 
planning, procurement of raw and semifinished materials, marketing of products, 
labor and personnel management anu technical transformation. In the distribu- 
tion of benefits between the state and the enterprise, it was stipulated that 
some of the planned and extra profits could be retained. It was also decided 
that beginning in 1979, the sphere of experiment would be expanded to include 
100 industrial enterprises and 40 commercial enterprises. After beiny put into 
practice in 1979, the experimental enterprises demonstrated great vitality as 
they never did before, and their results were better than expected. However, 
some problems were revealed mainly because the expansion of the decision- 
making power of the enterprises was still fairly Limited and the distribution 
of profits had to be carried out by the "chain" method, whereby the proportion 
of profits to be retained in the current year had to be based on the rate of 
increase over the preceding year. Thus the potential profit increase of the 
advanced enterprises became less than that of the backward ones, and the pro- 
portion of profits to be retained was also smaller. This led to the detect 

ot "penalizing the advanced." On the basis of further investigations and 
study, the provincial party committee and the provincial government again 
worked out 12 points of regulations whereby all profits were to be shared. 
They also decided that these two sets of regulations be tried out on a larger 
scale among 370 enterprises. To explore a new enterprise administration 
system, the provincial party committee and the provincial government also 
decided that beginning in 1980, experiments were to be conducted in Sichuan 

No | Cotton Mill and four other enterprises in the levying of taxes by the 
state and in the system of enterprises assuming responsibility for their pro- 
fits and losses. Later, the experiments in taxation and the assumption ot 
responsibility for profits and losses we.e carried out in the Ningjiang 
Machine Tool Plant and four other enterprises in two trades--namely, light 
industry and the electronics industry--in Chongqing and in nine small enter- 
prises in Chongqing and Chengdu. It was also decided that these enterprises 








ing power would be further increased. Thus in 198! when all-out 


popularize the system of economic responsibility in 
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all state-run industrial, commercial, communications and 
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Ii-Maxing power in varying degrees in their operations. 


decision-making power for the enterprises actually involved a 
ile relationship between the stuie and the enterprises, including a 
i change in the nature, position, role, rights and duties of state- 
rises, and had the same signiticance that the emergence of the system 
related contracts for households did. However, since it concerned 
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rit retention was p.iacticed. When the enterprises had certain 


ing powers in such matters as planning, material supply, sales 
, technical transformation, labor and personnel, it could, according 
iness conditions, retain a certain proportion of the profits to be 


s discretion. In the event of losses, the state would still grant 


the basis of substitution of tax payment tor protit delivery and an 
reform in the taxation system, the enterprise's profit retention 
r certain conditions develop into a system of responsibility for 
losses. In other words, when the enterprises had paid all the 
che profits would be entirely retained to be used tor technical 
tion, improvement of collective welfare, increases in wages or any 


ie) saw tit. In the event of losses, however, the enterprise and it 


ild bear the economic responsibility to the point of salary reduction 


nterprise leaders and workers. Some enterprises might even be closed 
‘rkers might have to look for other jobs. While taking its first 


tuan had already selected 19 enterprises and 2 trades for experiments 
stem of responsibility for profits and losses so that practical crvper- 
uld be gained for the second step to be taken. 


> > 


the basis ot a division of taxes between the central and the lJ]ocal 


and the payment of all taxes by the enterprises according to reyu- 
the financial system, the existing state control over enterprises 


etormed in such a way that the enterprises could be turther liberated 
epartmental and regional restrictions and could truly have their 


iking power in operation and management in varying degrees according 
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roughout the province, and plans tor an all-round retorm in this 
1ow being studied. Although this reform is being conducted in prac- 
terprises will gradually assume responsibility for their own pro- 
under certain conditions. The purpose ot the experiments in 
economic zones with large and medium-size cities as their bases now 
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system of public ownership and on the precondition that the interests ot! 
socialist enterprises are identical. Competition guided and controlled by 


state plans may eliminate the negative and develup the positive in serving 
the socialist cconomy. 


In the past, when the enterprises had no tinancial power of their own, their 
renovation or transtormation was very slow, and many ot them, with their ob- 
solete equipment and backward technology, had been in a state of inertia tor 
many years. <Atter the expansion of their decision-making power, they can 
appropriate part ot their retained profits for developing their production. 
At the same time, their proportion of depreciation funds has been increased 
to help them carry out intensive expanded reproduction and change their back- 
wardness. The Chongging No 3 Printing and Manufacturing Plant used its re- 
tained profits on transformation and was able to renovate 88 percent of its 
major equipment. Its technical level, which had been of a 1930 vintage, also 
quickly rose to that of the 1970's. The Xinan Electrical Industry Plant also 
renovated /6 percent of its major equipment in the same way and was thus able 
to improve the quality and increase the varieties of its products with som 
modern technol.ovies. 


The enterprises’ independent economic benefits have helped solve the long- 
standing problem of inadequate welfare measures for the workers. According 

to the statistics on 403 enterprises, 1.6 million square meters of new dormi- 
tories were built in the years following the expansion of their decision-making 
power, and 95 percent of the required funds came from retained protits. Part 
of the workers’ bonus funds also came from the same source. Amony the 10 
enterprises assuming responsibility for their own protits and losses, 4 of them 
have used their retained profits for experiments in wage reform, and the other 
6 have already raised the wage grades of some of their workers. 


[The enterprises’ innate economic power has enabled them to break down the 
departmental and regional barriers and has helped them form direct horizontal 
relations between them and the industrial enterprises, between the industrial 
enterprises on the one hand and the supply departments and commercial enter- 
@- prises on the other, between the industrial enterprises and the enterprises 
run by the rural communes and production brigades, between civilian industry 
and military industry and between industrial enterprises and the scientitic 
research organs. Specialization and cooperation and economic integration have 
appeared in many different forms. The enterprises which were "large and com- 
plete" or “small and complete” have begun to change, and the level ot 
specialization has been raised. In the past 3 years or more, 462 integrated 
companies with 1,769 participating enterprises were organized in the industrial 
and communications sectors in the province. Sichuan had more than 90 plants 
producing equipment for small hydropower plants, but the equipment was not 
supplied in complete sets. If a customer wanted to buy a set of such equipment, 
he had to buy the parts one by cne in many different places in the province or 
even in the country. In the course of tne retorm, the Sichuan Provincial 
Machinery Bureau took the initiative of establishing a company selling com- 
plete sets of this equipment besides organizing their production as required. 
The customers can now order complete sets from this company and obtain what 
they want in one transaction. On this basis, the company also developed its 
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concurrence of the department in charge. Fourth, the state sets no targets 
whatsoever, and the enterprise is free to work out its own plan and sell its 
own products. These four torms make the plans more practical and undoubtedly 
represent a big step forward in the planning system. The machine tools for 
instruments and meters by the Jiangning Machine Tool Plant of Guanxian County, 
Sichuan, were formerly produced according to the mandatory plans provided by 
the machinery department, to be procured and marketed exclusively by the supply 
department. It was very difficult for the products to meet the diversified 
needs of customers. After the reform, the machinery department no longer pro- 
vided any mandatory plan, while the supply department no longer had the monopoly 
ot purchasing and marketing its products. The customers can now order their 
goods directly from the factory. This plant compiles its annual plan from the 
orders received and submits it to the department in charge. After approval, 
this will become the state's plan for the plant's production. When the 
machines have been produced, the plant will tell the customers to come directly 
to the plant for trial operations, and the machines will be delivered after 
passing the customers’ acceptance checks. This reform has basically solved 

the problem of noncoordination between production and marketing and is wel- 
comed by both the sellers and the buyers as well as the plant's department in 
charge. 


ihe system of investment in fixed assets: in the past, only the central and 
local authorities, not the enterprises, had the right of investment. After 
the reform, the proportion of depreciation funds left with the enterprise has 
been increased and the enterprise has also set up its production development 
tunds with its retained profits. With their own funds and bank loans, the 
enterprise is permitted to carry out its own technical transformation, and the 
state generally does not invest any more for this purpose. This reform is 
highly significant in accelerating the technical modernization of the old 
enterprises and saving transformation funds. Some problems have appeared 
because the planning of different trades could not catch up with ihe technical 
transformation in the management of funds and in other respects. However, the 
orientation of the reform is correct and we should try to improve it further. 


The system of circulation: first, the state's monopoly through the commerce 
and supply departments in the purchase and marketing of goods has been broken, 
and those enterprises whose products are unwanted on the market because of 
their poor quality, lack of variety and their old fashions, and whose protec- 
tion from the old system has been withdrawn, are now forced to improve their 
technology and management and to produce goods according to market demand. 
They are beginning to change from purely production units into business units. 
The reform has brought into play the countereffects of circulation on produc- 
tion and has promoted its development. Second, the monopoly of the supply and 
commerce departments has been broken and many circulation channels have been 
opened. Collective commerce, individual commerce and enterprises selling 

-heir own products have now gained a recognized place, and the phenomenon of 
choked-up circulation has begun to change. At the same time, the state-run 
supply departments, commerce departments and rural supply and marketing coop- 
eratives serving as the main channels of circulation are also undergoing 
important reforms. For example, by increasing the number of shareholders, 
paying dividends, forming agriculture-commerce integrated units, setting up 








united county cooperatives, restoring its commune members’ congress anc 


management committee and other reform measures, the supply and marketin 


erative of Dazhu County, Sichuan, has recovered its own mass character, 


cratic atmosphere and flexible ways in functioning as the peasants’ ow: 


cooperative economic organization. The number of commune members who 


shareholders amount to 72.8 percent of the total number of households in 
countryside. The supply and marketing cooperative and some production team: 
have jcintly operated an agricultural sideline production base and in 1980- 
1982, the portion of profits earned from the processing and sales of agricu 
tural products and then returned to the production teams each year amounted 
to more than 300,000 yuan. The prodlem of the peasants in buying and sel! 
was basically solved. Third, the irrational phenomena of circulation bein; 


confined to designated administrative zones and along administrative c! 
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and of regional blockades are now increasingly trowned on and are changing. 


However, there are still in the sphere of circulation five relationships 


which have not been streamlined. They are: the relationship between t! 


and the subsidiary channels, the relationship between the wholesale and 


retail enterprises in state-run commerce, the relationship between industr: 
and commerce, the relationship between urban and rural areas and the relati 


Ac 


ship between the "flow of commodities" and the "flow of materials." They 


should be further explored. 


The price system: since the state has readjusted in a planned way the 
of agricultural and sideline products and a portion of the industrial ; 


and thanks to the market's regulative role, the system of using planned pric. 


alone for a long time has actually been discarded, and many forms of pr 


pric 


r 


such as the state's unified prices, maximum prices, negotiated prices and 


free prices, are now beginning to be used. In the past several years, 
in accordance with state regulations in the light of realities in the |; 


Sichuan has consciously used prices as a lever to regulate the productio: 
such agricultural sideline products as rapeseeds, hogs and tobacco as we!! 
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chemical fibers, cotton fabrics and some other industrial products and ha: 


also removed the control on the prices of nearly 600 types of minor comm 
These measures had their good effects on economic development. In coordinat 
ré 


with the expansion of decision-making power for the enterprises and the 


tive role of the market, the banking system has also carried out a prel i 
reform. The extension of short- and medium-term equipment loans is makin 
funds available to the enterprises for technical transformation, and the 


of floating interest rates helps accelerate the turnover of circulating 


Another important feature of the present economic reform is the buildin 
economic zones and economic networks of different scopes and categorie: 


on the combination of industry and agriculture and the combination of url 


and rural areas. In accordance with the tasks set by Premier Zhao Zivar 


in meetings of both the Fifth and the Sixth NPC, such an experiment is 


going on in Chongqing. The goals of the experiment are: first, to remove 
al 


barriers between departments and regions and between urban and rural ar 
economic administration and to organize gradually the economy with the 


lishment of economic zones based on large and medium-size key cities; an 


second, to liberate the productive forces of the key cities and to impr 
the production techniques, the management methods and the economic resu 
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these cities in order to revitalize the economy and to serve national 
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Al thou ihe retorm is so tar in its preliminary stage and } ! an explora- 
tory nature, it has nevertheless made both a theoretical and a practical break- 
through. Whatever ivy be its ultimate result, it lessons and experiences are 
very valuable. Now we can say that thi is tne time o! transition trom t 
systems to the new ones and that there are many contradictions between differ- 
ent syste is well as within each system. Such are the feature i the 
existing systems. ine appearance of these contradiction 
for surprise. Our task ‘s to consolidate and pertect the rrect retort 


already started, to rectify the mistake ind detect in the retort ‘ ure 





so that this reform will continue its progress. 


iV. Basi Experiences and Lessons From the Restructuring of the kLcon 


System as Viewed From the Practice in Sichu 


(|) Restructuring ot the ELconomic System Must ae hy China's Socia 


Realities with Particular Reterence to Crucial 


Our count! is conducting a preliminary refor ' maliy establi my 


ocialist economy m the basis i Aa Ssemilleudca iT ‘ i nial ia jget in 
which the leve! productive force j low, al ’ on 
quite undeveloped. to develop our social pro tive roe rapidly, we must 
put ints ractice planned economy. At the ct et t rel nm the 


superiorit r fhe Ooclalist svstem and strive ror i evelopment ! 
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SOCc1lal1st Commodity proguctlon and commodity exchanye. To attain this goal, 
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We must set up an economic system that is consistent with the realities of cur 
Socialist economv and mus 10D the corresponding ecc mi nolic } a1) 
Sseciaiist economy and must acopt nme corresponcing economic policies. Dbecause 


of the restrictions of traditional concepts in the past, our economic system 
and economic policies rejected commodity production, commodity exchange and 
the market's regulative role. Their contradiction with the realities in our 
socialist economy made it impossible for us to yive full play to the superior- 
ity ot the socialist system. We failed to grasp this principal contradiction 
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in the past several reforms and even intensified it. This is a painful ] 


llth Party Central Committec 
has proved that our economic system must be based on the ,rinciple of the 
leading role of the planned economy and the supplementary role or market regu- 
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Practice since the 3d Pienary Sessl1on or the 


lation. We must give full play to the superiority of the socialist planned 
economy and at the same time develop the production and exchange of socialist 
commodities. -We make no plans for the production and circulation of minor 
products and are leaving them to be regulated by the mariet. Furthermore, 
even in carrying out plans of a mandatory or guidi : 


° 1 } 7 
iding nature, we should also 
constantly study the changes in supply and demand on the market and consciousl\ 


use the law of value as well as various economic levers io guide the enter- 
prises in fulfilling the state plans. The use of economic levers is even more 
important in guiding agricultural production. Reforms should also be carried 
out in the procedures and methods of formulating plans in order that thev car 
be more realistic. For example, we should permit the enterprises to use 
Signed orders in transactions among themselves as the basis of their proposed 
plans to be submitted to their department in charge so that there will be a 
combination of actions from both the higher and the lower levels. However, 
the market's regulative role can only be subsidiary and serve as a supplement 
to the planred economy. We must never weaken nor hinder the leading position 
of the state's unified plans when we use the market's regulative role. Even 
mandatory plans and administrative interventions cannot be ruied out uncer 
certain circumstances. 


(2) Restructuring of the Economic System Must Be Based on a Mobilization ot 


Initiative in Various Quarters, Especially in the Enterprises and Among the 
Labo rers 


One of the important functions otf an economic system is to handle the relati 
of economic interests among different quarters. Under our socialist condi- 
tions, we must carefully handle these relations among the central authorities, 
the local authorities, the production and business units and the laborers 
(workers and peasants). Particular attention should be paid to the relation- 
ship between the state on the one hand and these units and their laborers on 
the other. Only thus can our socialist economic activities proceed smooth: 
In the past, we were mostly concerned 4etk the initiative of the central and 
the local authorities but not with that of the enterprises and the laborers. 
While one-sidedly stressing the state's inte rests, we overlooked thos« 1 thre 
enterprises and the laborers. Thus the enterprises had neither authority nor 
interests, and the principle "to each according to his work" could not be 
effectively implemented. After the 3d Plenary Session of the I]th Part 
Central Committee, we started the reform in the countrvside with the adopti 
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not directly responsible for the enterprises, since these 


controlled by the Key fede, At the same time, the substitution 
payment for profit delivery has weakened the direct relation 
interests between the departments and the regions. Regardless 


aftiliations, all enterprises have to pay taxes to the local ta 


which are under the vertical leadership of the central tax 


trom the interference of local (city) yzovernments. On this 


and the local authorities have to adopt a tinance system c 


taxes. Thus, both the departments and the regions have lost 


economic benefits from the aittiliated enterprises, and the 


tion became gradually weakened. Being close or distant then 


At the same time, the departments and regions were spurred 


functions of the state's administrative apparatus into full 
trate their energy on planning, guiding, coordinating, servin 
the economic activities of entire trades or entire regions. 


(4) Kestructuring of the Economic Svstem Must Aim at Chanyir 
tive Method of Relving on Purely Administrative Means To That 


Both Administrative and Economic Means 
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Administrative methods are an important component of the econor 


the past, administrative means were stressed while economic 
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looked or rejected in the economic system. After the 3d 
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the lith Party Central Committee, we noted this serious defect 
economic system and paid attention to the use of prices, taxe: 


financial means, wages, bonuses and other economic levers 


At the same time, we used the necessary administrative interventi: 
fully combined administrative with economic means. As proved 


this method has been able not only to regulate the economy 
mobilize the initiative of the enterprises and laborers et! 
to prevent and overcome the adverse effects ot a divorce of 
activities from nut tt administration. While commodit 


xchange still exist in a socialist society, the Scebdnation 
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aduiniatvacive means in economic administration is objectivel. 


We must study and explore the scope of the use of various 
innate relationships among them and such questions us how 


tive system of macroeconomic control, how to bring into play 
role of various economic means, how to sum up the practical « 
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order to speed up economic legislation and under what condition 


strative means to be used in order that methods ot scientiltic 


can be used flexibly ani eftectively. 


(>) Restructuring of the Economic System Must Be Consistent 


Economic Structure in Which Many Economic Forms Coexist 


Ihere are inseparable innate relationships buctween economic 


mic forms. In the past, our economic system was built on 


ror 


economic 


the 
quick transition to the system of ownership by the whole pe: 
m. Therefore, the restructuring of the economix 
iccompanied by an escalation of the ownership system. This 
strative svstem of a "combination of government and commune’ 
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commune was born and how the collective economy in the urban and rural areas 
grew in scale from a small to a large collective economy and then to ownership 
by the whole people. Practice has proved that this systemis unsuitable for 
the weak productive forces, the uneven economic development and the multilayer 
Structure of our productive forces and that it may even impede the development 
of these productive forces. We recognized this shortcoming after the 3d 
Plenary Session of the llth Party Central Committee and introduced a series 

of retorm measures, such as the active development of the urban collective 
economy, the encouragement of the taborers' individual economy to be properly 
developed as required and controlled by the state, the experiments in the 
system of responsibility for profits and losses under certain conditions among 
some state-run enterprises, the development of various forms of economic inte- 
gration and the running of joint ventures with Chinese and foreign investment 
sO as to torm a pattern for the ownership system with the state sector in the 
leading position and the coexistence of many other economic sectors. Practice 
has proved this to be consistent with the productive forces in our country at 
their present stage of development. This factor must be considered in the 
restructuring of our economic system so that the new economic system will be 
suitable tor this pattern of ownership. A new socialist pattern of ownership 
with typical Chinese features will then be established. 
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PROVINCIAL AFFAIRS 


DEVELOPMENT OF FUJIAN AQUATIC FOOD PROCESSING DISCUSSED 
Fuzhou FUJIAN RIBAO in Chinese 16 Sep 84 p 1 


[Article by Sun Jing [1327 7234]: ‘Vigorous Development of Aquatic 
Products Processing Industry on Rujian Coast: Changin: the Usual Practice 
of Engaging Exclusively in Catching and Breeding by Tidal Beaches" ] 


[Text] The industry of processing aquatic products in the main is 
developing vigorously in the fishing villages along the Fujian coast. 


Fishermen along the Fujian coast in the past mostly engaged in fish 
catching and breeding by tidal beaches only without going into the 
processing of aquatic products. As a result, large quantities of fresh 
firsh rotted away during the high-water fishing season because they could 
not be shipped out in time. Late June of last vear, Xiang Nan [7309 
0589], first secretary of the Fujian provincial CPC committee, called a 
provincial field meeting in Jinjiang County on the processing and 

packing of aquatic products urging the CPC committee and governments at 
all levels in the coastal regions to embark on aquatic product-processing 
work and to look upon it as a cardinal matter. 


By adopting the method of processing aquatic products in a scattered 

and centralized way in the fishing areas in Fujian Province, aquatic 
product processing among the masses has spread very quickiy. At present, 
throughout the province, there are more than 23,000 households-specialized 
in aquatic product processing, more than 2,200 integrated entities handling 
the centralized processing of aquatic products and more than 100 aquatic 
product-processing factories that are being financec by the masses 
themselves. Tne roasted fish slices, dried fish, fish sasauges, fish 
cakes, fish rolls, wine-preserved fish, crunchy sea snails in five 

spices, stewed spicy mussels, preserved kelps and spicy laver sauce they 
processed are very much welcomed by the masses. Last year, the province 
processed 3.44 million dan of aquatic procucts, an increase of 40 percent 
over the previous year; the output value came to 116 million yuan or an 
increase of 51 percent over the previous year. Since the beginning of this 
year, the province has made new progress in the processing of aquatic 
products, and the output value of the aquatic products processed during 

the first half of this year registered an increase of 56 percent over t* 
same period of last year. 
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ECONOMIC DEVELOPMENT ZONES 


ROLE OF ECONOMIC INTEGRATION IN SHANGHAI DISCUSSED 
Beijing RENMIN RIBAO in Chinese 22 Sep 84 p 1 


{|Article by reporter Zhang Shihong [4545 0013 7703}: “Economic 
Integration in Shanghai Economic Zone Promotes Production: Barriers 
Between Higher and Lower Levels and Between Different Rexions Smashed, 
and Traditional Channels of Circulation Unclogzed; Inteyration of 
'People' and Integration of Enterprises with Leadership Are Being 
Carried out Simultaneously and the System of Joint Conierence Has Been 
Universally Promoted" ] 


[lext] Economic integration work in the Shanghai econonic zune has 
made giant strides. The economic zone comprimises 10 cities and 55 
counties in Jiangsu, Zhejiang and Shanghai. Since its establishment 
more than a year ago, the Shanghai economic zone plannin® office has 
taken a step of strategic significance in the work of building the 
economic region and the economic network with Shanghai as the center. 


Historically, Shanghai has had inseparable relations with Jiangsu and 
Zhejiang Provinces which were later hampered by barriers between the 
higher and lower levels and between different departments and 

regions clogging up the channels of circulation. This kind of relation- 
ship has now been restored and developed and, above all, various torms 
ot "people's" integration are developing rapidly. In Shanghai and 
Suzhou alone, the number of integration projects has increased by nore 
than 120. In Wuxi County, 274 county, village and tow factories have 
established comtact with 106 research institutes, institutes of higher 
learning and enterprises in Shanghai in popularizing more than 20 items 
of scientific and technological achievements and in developing 375 
products with a total industrial output value exceeding 1.2 billion 
yuan last year. 


The breakthrough in enterprise integration with leadership has been in 
bicycle production. The Shanghai Bicycle Factory and the No 3 5icycle 
Factory, whose Everlasting and Phoenix brand bicycles are widely dis 
tributed in other localities, have signed an agreement with the Shaoxing, 
Suzhou, and Nantong Bicycle Factories, respectively, to form an 
integrated economic entity. With the five factories torniny: a great 
integration, it is expected that an additional of 1.8 million Everlasting 


and Pheonix brand bicycles will be produced next vear. 








The system of joint conferences is being generally promoted at present 
in order to strengthen the integration of various professions and trades 
in the 10 cities in the economic zone and to promote democratic cen- 
Sultation among them. Among the more than 10 professions and trades 
that have established this system are the harbor authority, textile, 
chemical, metallurgical, electronics, banking, statistical, comwnica- 
tions, posts and telecomnunications, advertising and scientific and 
technological associations. The joint conference has a convener or 
group leader, a secretary general and a capable group and will hol 
regular sessions. 

The joint conference of the four ports of Shanghai, Nantone, Ningbo 

and Zhangjiangang recently decided after an investigation to use 
Shanghai as a midway point to transship goods and materials and 
doing it was able to divert 1.17 million dun from Shanghai and divert 
up to over 4 million dun with greater effort. This method will ease 
the pressure on Shanghai port and give play to the comprehensive 
superiority of the four ports. 


by so 


Since its establishment, the Shanghai economic zone planning office has 
done a great deal of investigation and study by working together with 
various central departments and has kept abreast with numerous first-hand 
materials on the basis of which a program for the Shanghai econonic 

zone under the Seventh 5-year Plan is now being worked out. This program 
is focused on five projects, namely, energy, communications, foreign 
trade, technical transformation and the comprehensive control of the 
mouth of the Changjiang River, the Huangpu River and Taihu Lake. The 
purpose is to avert duplicating construction and unrealistically setting 
up points and to avoid the malpractice of having each unit do its own 
thing It is also intended to readjust the economic structure in thy 


o° 


economic zone and deploy the forces of production in a rational manner. 
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SHAAGHAITL FORLIGAER'S DISTRICT--In Sha :1, OU hectares of land in the 
‘ 


Honggiao area have been designated for building foreigner’s residential 
ict. The total investment in this residential district amounts 

OU million. To be built in the resicential district are 3 to 4 

ib- to 34-story hotels, an oftice builch (35 stories), a trade center 
with an international conference hall, apartments for foreign residents 
(158-29 stories) and a consular building (15 stories). Also to be 

built around this residential district are a cormercia! building complex 
housin i department store, supernarkets, a bank and an insurance 
company and a theater, a recreation center, tennis courts, swimming 


pools and a park. [Text] [Guangzhou YANGCIIENG WANBAO in Chinese 24 


FUZHOU LAW AWARDING MERITORIOUS PEXSONNLL--The Fuzhou city government 
ry 


recently promulgated “Regulatior n Awarding Meritorious Personnel in 
portation Work" to award pers wio made outstanding achievements 


in acting as go-betweens and liaison in the importation of foreign 
pital. overseas Chinese capital. ipita] trom Hone Kong, “Macao and 


iwan, advanced technology, equipment and management experience. An 
award of 300 yuan in renminbi will be civeu for every $1 million of 
capital imported. Those who continue to act as go-betweens and 
liaisons atter the importation projects are put into operation and 
who play a role in sustaining noti results in the projects wil! 
be given a bonus in the amount F usandth taken froa the tax 
instead of the profit delivery pa to the state by the importation 
projects for the same year. Anotier Wat iy also be given again in 
the 2d year based on the extent « the economic results achteved. 
Those who provide advanced scientit! ic 1d technological knowledge, 
commodity samples and intormation resultin; in notable success is 
production and management afcer they are put to use will be given a 
one-time bonus of not more than 90! uan by the users based on the 


extent of the benefits acquired. i} text, ;\Cuanszhou YANGCHENG WANBAO 


in Chinese 24 Aug 84 p 2] 1266 








SYNCHRONOUS INCREASES IN OUTPUT VALUE, PROFITS, TAXES DISCUSSED 
Beijing CAIMAO JINGJT [ FINANCE, TRADE AND ECONOMICS] in Chinese No 5, 
ll Mav 8.4 p 40-4 

[Article by Gu engan {6/5 [82 0049]: “On Achieving Synchronous 
Increases in Outpu iluc, Profits and Taxes" ] 

[Text] In industrial production in Hubei Province continued to 
Sustain a rather high margin of increase, economic results were marked! 
im roved and budveted enterprises on the whole achieved synchronous 
increases in output value, profits, taxes and revenues. The total 
industrial output value tor the entire province, on the basis of a 
progressive Vwcrease of 13.7 percent during the preceding 4 years, 
reached 31.129 llion yuan, which was . wet increase of 3.89 billion 
uan compared with the previous year, or an increase of 14.28 percent. 
Revenues, on the basis of a pr ressive increase of 5.7 percent ove! 
the preceding 4 vears, reached 4.016 billion yuan, a net increase of 
370 million yuan, which an increase of 10.24 percent. Gross 
finisned industrial output value of budgeted enterprises was 15.42] 
Million vuan, an 11.86 percent increase. Realized profit S werTe 

1.7/5] billion yuan, a 16.48 percent ease. Actual taxes on pt it 
were 3.089 billion vuan, 10.08 percent tnerease. Storage protit: 
were |] 19 billion yuan, a 3.95 percent increase. Income fron 

roduct sal w 14.) lion im, i ° / percent increase over 

h reviou ear. omparable pr i ts decreased C.95 percent. 
Ouot circulating fund i lerate ~/8 percent. Ihe protit tax 
rate on fTunds rose ! U.060) pereent. tit tax rate on sales 
incon rose 0.8/7 reent. Labor product of all workers in 
industrial enterprises throughout t r ice rose by an estimated 
10.51 percent. f » priority products thro ut the province 
evaluated for qualit ndi r. 26 shower ible improvement, totailin; 
/0.9 percent. 4 roport top ul if products was / percent, 

Ll 2edD reent rease ove! he pr us ycar,. Ot 61 major consumpti 
targets, 33 showec abl improve nts, totallts 94.1 percent. 

The development of | it ustr , tively harmonious. Comp let« 
light industr mountes <)> D n an, increase otf 12.] 
percent. Completed hea ndustt 15.8/9 billion yuan, a 
16.43 perce increase. state mtr enterprise increased L/.9 
percent. Prefectural, cit ind count cnterprises grew by 16 percent. 





Provincial enterprises increased 1.6 percent. There were 34 counties 
throughout the province whose industrial output value surpassed 100 
million yuan, an increase of 11 over the previous year, amounting to 
47.2 percent of total output value. For 22 of the 56 industrial 
priority planned products, such as electric energy production, iron 
ore, copper, phosphorous ore, sulfuric acid, automobiles, tractors, 
and so forth, output targets set by the "Sixth 5-Year Plan" were 


achieved two years ahead of schedule. 


Finance and trade work has also made great achievements. Sales have 
increased, inventories have decreasec, funds turnover has speeded 

up. The total volume of retail sales of social commodities throughout 
the province reached 12.551 billion yuan last year, an increase of 
10.57 percent. At the end of the year, inventories of daily necessities 
at commercial departments valued 3.5 billion yuan, a 2.32 percent 
decrease. Turnover speed of funds increased by 9 days. Business was 
stable and brisk, and sales volume of major items of food, clothing 
and appliances showed a relatively large margin of increase compared 
with the previous year. For example, sugar increased 11 percent, 

wine 13 percent, washed cotton fabric increased 35.6 percent, woollen 
goods increased 17.7 percent, bicycles increased 36.6 percent and 
televisions 9.1 percent. 


For the past year, we have firmly rallied around this nucteus of raising 
economic results. We have mainly concentrated on the following areas 
ot work: 


1) Further Rectification of Guiding Thought, Refocusing Work in a 
Very Practical Sense on Economic Results 


Since the Third Plenary Session of the llth Party Central Committee, 
Hubei's industrial development has been rather rapid. The Provincial 
Party Committee and provincial government think that the major problems 
lie not with speed but with results. Experience has proven that it 

is relatively easy to concentrate on increasing speed, but to concentrate 
on raising results is rather difficult. To increase results by means 

of increasing production is rather simple; but raising results by 
digging up latent resources to economize and by technological improve- 
ment is difficult. If Hubei really wanted to achieve running in the 
forefront of construction of the Four Modernizations as called tor by 
our leading comrades on the Central Committee, we had to further rectity 
our guiding thought and refocus our efforts in a very practical sense 

on economic results. In this respect, we emphatically concentrated 

on four things: 





One was to correctly handle the relation between speed and results, 

and at the same time that we investigated and evaluated tine completed 
status of production plans, we focused on investigating and cvaluating 
the completed status of key indicators of economic results, such as 
revenues, realized profits, taxes and profits paid to higher authorities, 








quality, variety, consumption and costs; in addition, we took these 
indicators and level by level broke them down, and by going through 


the economic responsibility system, tightly linked them up with the 


economic interests ot enterprises and staft members and workers. 


Second was to correctly handle the relation between objective conditi 


7 - 
ua. 


and subjective efforts, tace serious challenges squarely and tap latent 


potential from within. In the face of serious challenges, quite a 
few enterprises would attribute the primary reasons tor poor ce monic 
results to changes in external conditions, and during evaluations oi 
economic results they would request that the influence of objective 


factors be deducted. Many times the leading comrades of the provincial 


Party Committee would emphatically point out that changes in externa! 
conditions no doubt had an impact or production and sales activitie: 
of enterprises, however the root reasons for poor economic results 
rested in the poor quality of our enterprises, their weak support 
‘apabilities and their inability to adapt to the objective conditions 
of change. And these objective conditions are the very challenges 
contronting enterprises which they are unable to get rid oft. We 
instructed everyone to correctly handle serious challeng¢ S, thoroughi 
bringing into play the role of subjective dynamics and relving on 
dredging up the latent resources in enterprises to strive for increa 


in production and strive tor results. In April of last year, Sha City 
_' 


opened up a large-scale examination of economic results. The cits 


4 
.» 


textile industry corporation, in accordance with the problems investiyated, 
took 166 measures toward rectification and reform, increasing their 
income by more than 10 suillion yuan, achieving very good results. 

Third was to apply both economic and administrative means to urgently 
readjust product mix and correctly handle the relation between micro- 
economic results and macroeconomic results. Last year we started with 
microeconom’'c results and in accordance with the market situation, 
revised our production plan several times. One after another, w 

cut down on cotton gauze by 100,000 pieces, pure cotton by 100 million 
meters, sewing machines by 370,000 pieces, radios by 450,000 plus w 
reduced the production plans of 11 other types of products and closed 
down 14 small cigarette factories. At the same time we increased 

the production ypoals of 5% marketable products. Owing to the increases 
in marketable products, the production and sales situation was continu- 


! 


ously on the upswing, and the problem otf overstocking was successively) 


reduced. At year end, tor all budgeted enterprises in the province, 
funds utilized for finished products amounted to 1.03 billion yuan 
which compared to the end of September figure of 1.102 billion vuan 
was a decrease of 9.35 percent. When adopting the above-mentioned 


measures, we ran into quite a few obstacles. Some enterprise: Lartes 


off out of self-interest and were unwilling to reduce their producti 
responsibilities. When we used persuasion and education, we utilized 
means of administrative intervention; the banks would not issue thn 
loans and commercia) establishments would not sell them goods, theret 
enabling a smooth readjustment of product mix. 








b , > . . ; 
Fourth was to correctiv handle C hie t at ae Clikereli da SL2MNCC ccs 


and market regulation, and under cl sidance of the state plan, t 
thoroug’l bring into pla tic 4auxXiliar rol tT Markel rces. in 
recent years, our province jal output val ue nverted Irom Lannedc 
products in general has not reached ercent of that -ear's completed 
gross industrial output value, and most of the respons bility for 
targets was left to each localit ind each department ti rganize 
themsleves. Last year at the same time we were guarartceing tate 
lanned quotas, we emphasized doing market regulation well, a: ased 
on the prerequisites of need to produce and increasing marketabls 
roducts, continued to enliven production, enabling pretect 
and county industry to develop in a relatively big wav. here were 
also marked increases in economic results. Al] eight prefecture 
our province achieved an average increase in the rate otf profits and 
taxes which was higher than the rate t increase in output value. 
Three pretectures paid a rate of profits and tax to higher author- 
ities which surpassed the rate of incr: e in output value. 
counties suffered no industrial Joss« which was increas< f 


Over the previous Year. 


Experience has shown that it is only b learly t it Line aprovement 
of economic results as key in our thinking, by conscicntious] 
welcoming challenges in our work, by tocusing our eves inward and 


basing ourselves on searching out internal potentialities, 
through finding pathways through improving management and promotin 
technological improvement and striving for result mM we sust. 


a relatively rapid speed of development and also obtain rather good 


economic results. 


2) Close Concentration on Enterprise Consolidation, Improvement o 
Enterprise Quality, and Strenethening Management 


yor economic results are the concentrated expressivo: f poor quality, 
backward management and backward technolo Ol indus rial enterprises. 
We know from experience that it rder to raise economic results we must 
start with the consolidation of cnterpriss ind improve the current 


level] of management in existing enterprises. 


Last year we made thoroughvoing consolidation of cnterpriss 1 priorit 
item of basic construction and concentrated on the tundamental work 
of improving enterprise quality and raising 
al] enterprises to establish and consolidate the responsibilit ystem. 
All prefectures, cities and all departments formulated and made known 


conomic results, requiris 


- 


to lower levels the detailed principl: f checks and acceptance I 
consolidation of enterprises as well as methods of rewards and penaltie: 
All levels of organizations, tabor, tinance and other departments had 
to establish a specialized responsibility : tem for the consolidation 


of enterprises according t rcccupational di‘ ; In order t rt 
out well the consolidation ot riority enterprises, tir ntire province 
organized over 4,000 well- wn cadres t » and sta rass-root 
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and energetic talent mas a reat tride rd ve Pdi it 


on 1,923 enterpriss Tter bit . tort be? e 3 
of leading groups was reduced trom 10, to 8,915, ject 

percent. The average number of! et Tou jecreased trom 9.4% 
to 4.045 AVeTAZLE «<da' ww t 4 w i) rol ° { co eo ‘ i] m4 = 

of metmabe rs with ccwu it 1 . } ‘ tr i ‘ vei 6T r . 
percent to 42.60 percent: tine ercent : t ar Der At 7 
specialization rose ir L2. : t t .4 percents; t 

members totaled 2,496, or JF rer ' rrent total. 


maioritv of old retiri: comrad riate ry . ' 
second change was ths 1 : im 


Item: of bas ix work Stic } . i tj I j . . 
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13,478 people with mudd}: out, reat 

was cut back bv 30,405. ] t eco! 

were raised by a rather ry I it 1 

$37 enterprises, last ear ut t Ye percent, 

revenues increased 8.4 percent, rot ine reased ‘ , 
profits paid to higher re 5 reent, and l 

taxes increased /.5 percent fj ' es wer 


than those of budgeted ent ect 


5) The Main Stress it i " 


Quality and Reducing Waste 


Last vear in order ) Impr lu 
competitive capability, t rornme 
the “Method of Givi: \ward : uuality. 
worked out one atter nothet! gd put t hye tive 
opening up new products an . 
excellence in quali 
encouraged centerpriss t. ’ = j 


great eltorts t¢ ursus i i. 





work priorities on achieving excellence and raising the level of 
priority products, we organized an economic alliance centering on 
famous brands and firm products, and we carried out technological 
transformation, spurring on raising the quality standards of all] 
industrial preducts. In particular, we concentrated on the 37 kinds 
of our province's priority products which have an established position 
nationally and on the 46 key enterprises which produce these products. 
The output value of these enterprises amounts to 2] percent of the 
gross industrial] output value of the entire province; profits and 
tayes make up about 40 percent. After last vear's one vear of effort, 
the quality of 37 kinds of products improved bv ditfering degrees. 

Of these, 14 won the national silver medal and 15 were provincial 
(departmental) products of excellent quality. 


There is a shortage of energy resources in our province. Last vear 
output value increased 14.28 percent. One major reason was the 
strengthening of control over sources of energy, resolutely saving 
energy and lowering consumption. The 381 enterprises throughout the 
province with an annual consumption level of over 5000 tons of coal 
basically completed a general investigation of energy resources, 
accounting for over 90 percent of the total number of enterprises 
requiring investigation. Over 800 inefficient boilers were replaced 
or remade; over 3,800 cars were updated; 108 transformation projects 
to use small amounts of chemical fertilizer to save energy and utilize 
surplus heat were arranged. Funds reaching 133 million yuan were used 
for the entire year on transformation to save energy. After specialized 
provincial transportation departments carried out renovation of auto- 
mobiles, oil consumption per ton kilometer decreased by 0.6 kilogram 
compared to 1981. Profits paid to higher authorities increased 42.77 
percent. Consumption of energy for every 100 million yuan of output 
value provincewide, on the basis of a 26.1 percent decrease over the 
pricr 4 years, decreased further by 2.7 percent. For each 100 million 
yuan of output value, the consumption of standard coal decreased 

2.67 percent; power consumption per 100 million yuan of output value 
decreased 4.3 percent. The implementation of these measures played 

a major role in raising the profit levels of enterpri: ss. 


4) Vigorous Promotion of Technological Transformation of Existing 
Enterprises and Technology Advancement 


First was to truly focus technological transfoimation on improving 
product quality, increasing the variety of designs, sizes and colors, 
opening up new rroducts and lowering the consumption of energy and 

raw materials. Last year we strove to strengthen administration of 
technical transformation objectives. For the entire year, completed 
technological transformation work amounted to 70.3 percent of the 
volume of construction work. $3,266 projects were completed and went 
into operation. Having sorted out and readjusted construction projects 
twice, stressing this priority of technical transformation to save 
energy, the entire year resulted in a savings of the capacity of 150,000 
tons of standard coal, which amounted to 27 percent of Last year's total 
volume of energy savings. 








Second was concentrating financial, material and technological resources. 
Foremost was bolstering technological transtormation work for the 37 
firm products and the 43 priority enterprises with annual profits and 


taxes exceeding 11 million vuan to enable them to form the iron fist 
of our province as guic kly as possible. At the same time » Wwe also 
had to urge prefectures, cities, autonomous prefectures and counties 


and all departments to concentrate on their own key enterprises and 
priority products, gradually oringing about their own dominant positions. 
Third was to vigorously promote updating of existing products, energet- 
ically popularizing new technology and new techniques. Last year 


the entire province completed 1,766 new product categories, 2,770 new 
varieties and 40,081 new variations of designs and colors. 13 new 
technology projects were stressed for popularization, such as reform 
of metal cleaning agents, metal hot spra ting (welding), and 
Liberation Brand car engines. The rati f investment to results was 
l1 to 2.63. 

Fourth was new developments in technol import work. st vear, the 
provincial government made the import « echnol i priority. By 
the end of last vear, there were 63 actu: concluded project and single 
machine transactions. The volume of foreiyn exchange used reached 37 
million U.S. dollars. This i the equivaient to the tota! amount of 
foreign exchange used in the previous 4 years and t our provincial 
technology import work off to a od start. 

») Vigorous Concentration on Turning Enterprise Losses int Protits, 
Thereby Ensuring State Revenue 

Regarding the guestion of industrial enterprise losses, although in 
the past we achieved some dec es in " making concentrated 
etforts Several times, ve st | suffered ses of 106 million yuan 
at the end of 1982 ve believe t tu ng losse into protits i: 
the most realistic and rapidly etfective measure for raising economic 
results. Last Vear, we made Curt li t nto profits a nriority, 
item of work in enterprise con idation. from the province down to 
the counties, leadership on ever eve] of government and controlling 
economic departments was strenethened th respect to work on turnin 
losses inco profits, perfecting administrative dies, delegatin 
responsibilities among ievels. dividin idministration and the 
leading cadre responsibility stem, use Of economic pol ic 

and administrative meuns of i Yrati ticken the steps ot 
enterprises in turning losses into profits. Ihe provincial people's 
government promulgated "Certaia Stipulations On Consolidation of 
Enterprises Lacurring Losses" The pre 1) economi ommittee 

and finance bureau reported on ter % ther twice the names of Y! 
loosing eiterprises, the tire limit I ing on the progress ot! 
turning losses into protits, d the me ire o be taken tor turning 
around losses. All levels o tiie eop] ' sank above the count 
subbranches throughout the province assisted 79 enterprises in reversing 








their losses and increasing profits. The results were marked. 6/7 of 
them changed irom incurring losses into being profitable, 4 increased 
profits and 8 decreased losses. Because of the joint efforts of all] 
prefectures and departments, by the end of last year, the number ot! 
budgeted industrial enterprises incurring losses was reduced from 357 
the previous year to 183, a decrease of 48.74 percent. The volume of 
losses was reduced from 106 million yuan to 54.63 million yuan, a 
48.46 percent decrease and reduction of 51.37 million in losses, which 
overfulfilled ahead of time the task to reverse losses handed down to 
our Proviace by the State Economic Commission and the Ministry of 


Finance. 


6) Organization ot Links Between Industry and Commerce, Striving For 
Enlivened Circulation 


Because of the diverse channels of marketing and continuous increases in 
the rate of agricultural production of commoditics, we set forth new 
demands for circulation work, and at the same time compelled enterprises 
to confront the martet, speeding up the switch from a production 
orientation to a production and marketing orientation. In accordance 
with this new situation, last year we made a great effort to organize 
the integration of industry and commerce and strove to enliven circulation. 


One aspect was to actively develop the management and sales links 
between industry and commerce. There were two forms of linking manage- 
ment: one was the integrated management of one commodity; the other 
was joint management of all commodities in a comprehensive way. In 
line with the principles of deriving equal interest, ot sharing risks 
and of mutual benefits, a joint management body was formed by bot! 
industry and comm rce, a joint management agreement was signed, and 
unified planning, unified sales and unified prices were carried out. 
Jointly opinions about products were solicited and production and 
procurement was organized according to a monthly joint plan tor product 
assortment, amounts, designs and colors stipulated in the plan. In 
these ways industries were able to rapidly come to an understanding of 
consumer opinions toward their own products and conceatrate on the 
production of marketable products. Commerce departments also 
strengthened procurement, opened up the market and expanded sales 
which helped improve economic results. 


Second was to lint up factories and counties. Last year because the 
Wuhan Bicycle Factory adopted the marketing method of linking production 
to county needs and made room to concentrate on quality and varieties, 
they successively raised economic results. Their commodity production 
for all of last vear was 423,000 bicycles. 407,000 were actually sold, 
amounting to 96.2 percent. Unit costs decreased by 6 percent. Ouality 
appraisal went up to 90 points, varieties were increased to 10, 
factory-obtained profits reached 900,000 yuan. Jhis vear the same tactory 
plans to produce 540,900 bicycles; 330,000 are pianned for the first haif 
of the year. At present, contracts to supply 200,000 have already been 
signed, accountins, for 60 percent of their production volume for the 
first half of tlh car. 








Third was for industry 
sales and promotion of 
of last vear, industry 
Hankou highlighting the 
price and packaging between 
and those from outside. Because 
comparison was strongly apparent, it s 


product marketab 


wy % ™myr ” ' 
Four Comparison 


and 
. 


quite a bit, forcefully spurring on indust: 
product quality, lower costs, and make Det! 


Although the work to integrate industry, 


has just begun, it has already manitest.d 


vear, because of adopting the torementione: 
commercial procurement of industrial produ 


season. Overall purchases for the v: 
104.5 percent of the annual plan. 


To sum up, last vear, by concentrating on 
and striving for synchronous increases in 
taxes and revenues, we carried 
results. However, there still 
ahead. We still have a long wav to got 
Central Committee and the State 
provinces and cities; the overall 
technology and management are still rather 
transformation, technology import and tex 
the status of industrial enterprise loss¢ 
incurring losses in profitable industri 
volume of losses incurred by commercial, 
enterprises is rather large. 
make improvements in our future work. 


out 


exist quits 


level: 


mut the 


improvi 


In 1984 we must continue to carry 
restructuring, consolidation and 
the right track" the thinking and work ot! 
in charge of economics and major leadin 
economy, stick to raising economic result 
consolidation and technological 
concentrate on decreasing the waste 

level of quality and turn losses into pro 
quality of enterprises, do all we can to 
results and better achieve 
profits and taxes and revenues. 
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FOREIGN TRADE AND LNVESTHENT 


DEVELOPMENT OF INTERNATIONAL LABOR SERVICE COOPERATION DISCUSSED 
Beijing GUOJI “MAOYI [INTERTRADE] in Chinese No 7, 27 Jul 84 pp 20-23 


[Article by Tang Zhixin [0891 1807 0207]: "Further Develop Our Con- 
tracting for Projects Abroad and International Labor Service Cooperation" ] 


[Excerpt] I1. Develop Our Country's Contracting for Projects Abroad 
and Our International Labor Service Cooperation 


We have had a rather late start in contracting for projects abroad and 

in international labor service cooperation, and they were slowly developed 
under the guidance of the policy of opening to the outside world. At 

that time, the market was shrinking and it was difficult to make much 
headway. 


When we began these undertakings in 1979, we only offered labor service 
cooperation and contracted for very few engineering projects with a 
small number of countries, such as Iraq and North Yemen. In that year, 
the value of contracts with other countries amounted to only $51.17 
million. The contractors were only the China Civil Engineering Con- 
struction Corporation, the China Construction Engineering Corporation, 
and several others. After 1980, these undertakings developed very 
rapidly with state support in the way of funds, materials and taxes. 

At the same time, a whole set of rules and regulations was worked out 
to ensure their rapid development. The value of contracts increased 
every year: from $1,851.3 million dollars in 1980 to $5,032.6 millions 
in 1981, to $5,056.9 million in 1982 and to $6,236.8 millions in 1983. 
By the end of 1983, a total of 1,351 contracts had been signed with a 
total value of $21,713.3 millions. Now we have a total of 43 inter- 
national economic and technical cooperation corporations engaged in 
contracting for engineering projects abroad and offering international 
labor service cooperation. ‘'> have established business relations 

with 53 countries and regions in the world. 


Our contracts for engineering, projects abroad and international labor 
service cooperation have a distinctive socialist style and Chinese 
features. The four principles behind our econonic and technical 
cooperation with foreign countries are: "Equality and mutual benefits, 


stress on actual results, diversity of forms and common development." 











[hese form the basic principle behind our undertakings. When the China 
International Economic and Technical Cooperation Corporation began its 
operation, its business ideal and guiding principle were “honoring 
contracts, guaranteeing quality, making low profits and stressing 
friendship." The purpose of the company in developing this business is 
to foster our friendship with other countries in the world through 
cooperation, to help the Third World countries develop their national 
economy and to promote south-south [as published] cooperation, so that 

in the course of cooperation, we can learn from the advanced production 
techniques and the methods of scientific management of foreign countries. 
The cooperation can 2lso bring along the export of our ow equipment 

and materials and promote our foreign trade. Furthermore, as an inter- 
national commercial activity, contracting for engineering prejects abroad 
and offering international labor service cooperation can help the state 
earn more foreign exchange to speed up the four modernizations. The 
labor service personnel dispatched abroad by various Chinese corporations 
are technically competent, well-disciplined, and of good health; and 

the standards of their expenses are based on the trade and market con- 
ditions. All the workers are dispatched to the work sites in accordance 
with bilateral contracts, and will return punctually upon the completion 
of the projects. They would not create any social problem for the 
countries in which they work. China's contracts for engineering projects 
abroad and international labor service cooperation with their unique 
features have been universally acclaimed by the cooperating countries. 


Our contracts for engineering projects abroad are conducted in a form 
acceptable by both parties according to the demands of the international 
market. The present business scope is generally as follows: 1) Con- 
tracting for “turn-key" projects, that is overall contracts for projects 
including survey, feasibility study, design and the organization of 
construction; 2) only prospecting and design, leaving the organization 

of construction and the supply of equipment and materials to a third 
party; 3) contracting for the organization and management of construction; 
and 4) contracting for engineering projects abroad with foreign con- 
tractors in the form oi joint ventures or subconticcting with foreign 
contractors for pait of the project. The projects whicn ‘ve been 
completed or are still under construction abroad by our country include 
highways, bridges, housing, power stations, water supply and drainage, 
infrastructures, earth- and stone-work, dams, harbors and other pro- 
duction or service facilities. The forms of our international labor 
service cooperation are becoming more and more diversified. We can 

either directly supply engineers for the construction and service projects 
of foreign governments or civilians, or supply production technicans 

for the production or service projects that have been completed. We 

can either supply a complete technicai staff for the whole project 

after successful bidding, or, through consultation, supply manpower 
without materials for single items of the project. We can also dispatch 
groups of experts in various fields to provide consultation and technical 
assistance to the government and economic departments as well as industrial 
and mining enterprises in the Third World countries, or supply managerial 





and production technicians to our enterprises run as joint ventures 
abroad. ‘This is now we supply tabor service personnel including 
accountants, enczineers, economists, mechanics, agronomists, horti- 
culturists, physicians, chefs, seamen and various types of technicians 
to assist in projects abroad. We have a complete assortment of nationa! 
economic sectors with many different trades and a strong technical force 
with good resources of manpower. We can basically meet the demands on 
the market in contracting for labor service for the Middle East region 
and the Third World. 


After their entry into the international market, the broad masses of 
workers under contract have carried forward the fine traditions of 

those previously sent out on foreign aid missions. They are well 
disciplined and dilizent, and their courteous service, technical skill 
and fine quality of work have won for us both prestige and customers. 

The China Road and Brid:e Engineering Company has contracted for the 
building of the "remarkable and perfect" Mo-mo [phonetic 7817 5459] 
Highway in North Yemen; it was hailed as the “second revolutionary road." 
The World Bank mansion built in Macao by the China Construction Engineering 
Corporation was praised as a "crvstal palace" structure. In Jordan, the 
Ma‘an housing project built by the China Metallurgical Construction 
Company was highly praised by King Hussein himself. The technical skill 
and courteous service of the labor service personnel supplied by the 
China Import-Export Company for Complete Sets of Equipment to the 
al-Nasiriyah Woollen Textile ‘fill of Lraq enabled the mill to increase 
the number of varicties of products to 400 with great improvement in 
quality. The general chairman of iraq's textile trade said: "If we want 
good output, we have to look for Chinese people; if we want to have good 
quality, we likewise have look tor Chinese people." The bridge-building 
workers sent by the China Road and Bridge Engineering Company to Kuwait 
under a subcontract built a lar,e bridge at Babiyan coast which cause 

a sensation amony the French and Anerican people besides being widely 
acclaimed by the local population. 


I11. Continue To Advance, Make Efiorts to Open New Prospects 


Recently, the leadin:, comrades of the central government fully recognized 
the achievements in our contractins, for engineering projects abroad and 
our international libor service cooperation, and expressed the hope that 
this undertaking could "continue its advance" and open new prospects. 

By now, we have nide fairly good progress in our contracting for projects 
abroad and in international labor service cooperation; however, the 
actual success is still very little. In 1983, the total value of our 
contracted engineering projects abroad was only $923 million, even less 


than one-twenty-third of the value of transactions in the Middle East 
market in the first half of the vear. The workers we dispatched for 
international labor servic: ooneration numbered some 30,000, Less than 


one percent of the total number ot vorkers on the Middle East market. 








We have many favorable conditions for our “continued advance." The 
policy of opening to the outside world and the whole set of policies on 
developing contracting projects abroad and international labor service 
cooperation have clearly pointed out the direction of our advance, and 
our achievements and experiences gained in the past several years will 
provide the foundation of continued advance. Through our work, we have 
gradually formed a number of key corporations and trained a number of 
people in submitting bids and in business management. They have becone 
a basic force for opening new prospects. Our friendly relations with 
Third World countries and the nuge world warket for labor service will 
also provide conditions for the possibility of our continued advance, 

and finally, our technologies are more suitable for the conditions in the 
Third World, and many Third World countries welcome our participation 

in their construction programs. Thus this possibility can be translated 
into reality. Therefore, as long as we fully utilize these favorable 
conditions, we will be able to quicken the pace of our continued advance. 


To continue our advance, we must also overcome the difficulties and 
Soive the many problems in our work at present, such as the problem os 
unde.standing, the problem of adapting to the new developments and 
rerorms, the problem of opening new markets, the problem of united 
action toward foreigners, the problem of upgrading the workers’ qualifi- 
cations, and so forth. 


Contracting for engineering projects abroad and international labor 
service cooperation are newly emerging undertakings. Some comrades 
have been rather deeply influenced by "leftist" thinking and by the 
idea of closing the country to the outside world for a long time. They 
are laboring under many o'd rules and conventions and hesitate to act 
boldly. Some consider it "a sideline occupation which is by no means 
indispensable." Some think it is only an "expedient" to be in vogue. 
Some said: "There are numerous tasks to be completed in the country. 
What is theuse of doing this abroad."" Some regard it as a means to 
solve the problem of surplus manpower. Undoubtedly, all these ideas 
and viewpoints are incorrect, since these people failed to recognize 
this undertaking's stratezic significance. Therefore, we must conduct 
extensive propaganda and education, emancipate the mind, and enhance 
the understanding in order to closely combine contracting tor projects 
abroad and international labor service cooperation with the four modemi- 
zation drive in striving for success. 


One of the important tasks which must claim our attention in the course 

of continuing the advance isto adapt to the conditions of the world 
market, to ensure the success of key projects, to increase the value 

of transactions and to expand the scope and increase the torms of coopera- 
tion. At present, the market conditions for international labor service 
cooperation are promising. However, there are numerous international 
contractors as our rivals and competition is keen in this field. For 
their survival and development, the foreign contractors are trying every 
possible means to improve their operation and management, making, use 

of the advanced techniques and technologies and keeping their bids low 





in order to increase their competitive power. If we want to compete 
with them and develop our undertakings, we must unswervin: ly implement 
our policies on contracting for labor service abroad and at the sane 
time improve our work and our operation and management in order to 
achieve better economic results and to suit the new developments. At 
present, we should continue to focus our work on the Middle East 

market (including that of Africa) where we have already achieved sone 
success, besides increasing the transactions and further enhancine our 
reputation. While strengthening our cooperation with the Third Vorld 
countries in Africa and Asia, we must at the same time open new markets 
in America and Oceania. The mode of cooperation should be more “flexible 
and diversified," and serious attention should be paid to the new nethods 
of payment on the international labor service market, such as sellers’ 
credit, delayed payments and payment in kind for the engineering charges. 
In accordance with the principle ot doing only what is within our 
capability, we should strive for more business as long as the other 
party is of zood standing and their payments can be ensured. Practice 

in the past several years has proved that only the corporations with 

the status of economic entities can quickly develop their business. In 
1983, the value of our transactions with foreiga countries in this 

field was $923 million and more than 60 percent of it belonged to the 
metallurgic, road and bridge, harbor, construction, water transport and 
civil engineering corporations which have become economic entities, 

while less than 40 percent belonged to the remaining 37 corporations. 

It is easier tor these corporations as economic entities to link the 
individual gains with the economic results, to raise labor productivity, 
to improve the economic results and to strengthen the competitive pover. 


Uniried plans, unified policies and united action toward forei:ners 
constitute an important principle for our country's economic and trade 
relations with foreign countries. This principle should be firmly 
adhered to in developing our contracted labor service abroad, since only 
united action toward foreigners can ensure the healthy growth of this 
business. Effective united action ills for, first, policy concept, 
concern for the overall situation and the spirit of mutual understanding 
and mutual concession; and second, a sound and well-coordinated svyvsten 
and strict discipline. More than 40 Chinese corporations are now doing 
business on the international market for labor service. There are bound 
to be contradictions or conflicts among them. Whenever anv contradiction 
or conflict is encountered, they must place the state's interests in 

the first place and respect the coordination by the department in charge. 
Some systems and methods have been devised tor coordinating the business 
activities of various corporations, but they are far from perfect. The 
departments in charge must quickly perfect the current system, set up 

the necessary rules and regulations, entorce the disciplines and 
designate different business territories. At the same time, the 

work of information collection and transmission should be improved to 
facilitate united action toward foreigners. 








In the future, the number of workers to be sent abroad for contracted 
labor service will be increased year after year. Their vocational 
competence and political consciousness must be enhanced in an organized 
and planned way before the smooth development of this undertakings can 

be ensured. We may fully utilize the well experienced backbone elements 
now available and hold training classes in submitting bids, in learning 
about the clauses of agreements, and in business operation and management. 
Foreign experts may also be invited to give lectures. As a long-range 
plan, we must set up study courses on contracting for labor service in 
the economic and trade colleges in order to train more talents in a 
planned way. At present, we should step up our work in selecting and 
dispatching personnel to foreign countries and in their education. 


he problem of exporting equipment and materials and the question of labor 
id remunerations brought along by contracting for engineering projects 
have attracted attention in the quarters concerned and their solutions 

ire being studied in a revolutionary spirit. It can be anticipated 

that the process of solving these problems will also be a process of our 
continued advance in contractince for labor service abroad. 
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FOREIGN TRADE AND INVESTNENT 


FUJIAN TRADE STATISTICS, 1950-1983 

Fuzhou FUJIAN RIBAO in Chinese 13 Sep 8&4 p 1 

[Chart] Fujian's Statistics on National Econonmi: 
and Social Development in 35 Years atter 


the Founding of the People's Republic 


Tab] e 5 
(Figures supplied by Provincial Statistics Bureau) 





Unit: 10,000 yuan 
1950, 1978 1983 | 
Total import-export volume | 3,723 | 34,847 |} 115,389 
, (increased | (increased 
§ 8 times) | 30 times) 
Import volume | 3,017 | 2,143 ' 40,009 
| ! | (increased 
' ' Leen times) 
Export volume | 706 | 32,704 | 75,380 
(increased , (increased 
| | 45.3 times) | 105.8 times) 
! j 
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GUANGDONG SETS LIMITS ON 
Guangzhou NANFANG RIBAO 
[Article by Fu Zhong 
Compatriots in Hong Ko: 


ductior under 20,000 Yu 
the Office of 
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IMPORTED CAPITAL GOODS 


Chinese 9 Sep 84 p 1] 
§ 0022): "Relatives of Overseas Chinese 
“Macao May Accept Imported Means of Pr 
ffered by Their Kin, Circular Issued 
Provincial People’s Government Indicat« 


relatives of overseas Chinese and compatriot 
levelop production and get rich throuch | 


To support the 
Hong Kong and Macao to 
with the help of their 
of the provincial goverinent on 5 September issued a circular stipu! 
that each household 
Hone Kong and Macao 
yuan in renminbi. 


abroad and in Hong Kong and Tiacao, the 


tives of overseas Chinese and compatriot 
accept imported means of production under 
ecific stipulations are as follows: 


Relatives of overseas Chinese and compatriots in Hong Kong an 
tacao (referring to father and mother, husband and wife, son and 


daughter and brother and 
households and 
farming, commerce and ser\ 
farms and forest farms 
processing tools, farm 
sample machines, 


sister), individual households, specializ 
integrated economic entities engaged in 
ices in cities and towns, rural areas, 
iccept imported advanced production equi 
hinery and tools, apparatuses, instrumen 
5, superior seeds, seedlings, stud aninma! 


and spare parts and fittinys to be used tor the maintenance and r 


the presented product i 
items accepted 
and fittings 
equipment may 
value accepted each tine 


the value 


In accepting the 


m and technical equipment oftered by tl 
and Macao. The total value of the 
usehold should in general not exceed 20,' 

total or accunulated total) Spare part 
ir and maintenance of the presented tec): 

1 different occasions. However, the t 
iould in general not exceed one-fifth 
equipment. 


ye-mentioned imported items, the accepter 


submit a written application for examination and concurrence by t 


villagse (town) 





, district office (town government) or 
rhood office. The application, with 





photostat of the business license attached, shall then be ‘submitted to 

the county (city) overseas Chinese affairs office for examination and 
approval before forwarding them to the provincial overseas Chinese affairs 
office for final approval (stud animals should be approved by the 
provincial stud animal import and export company). The customs office 
shall release the items after examining the provincial] overseas Chinese 
affairs office's documents of approval and after levying or exempting 

the tax according to regulations. 


III. Without exception, acceptance of all items covered by the state 
import restrictions is prohibited. Imported items acceptable under 
the stipulations are confined only to those needed by the individuals 
concerned in production and operations and in principle they cannot be 
resold or transferred. However, if for any special reason (such as 
when the principal laborer leaves the country or when a business closes 
down with approval due to death, renewal of equipment, shifting to 
another form of production and trade) that unequivocally necessitates 
the selling or transfer, the industrial and commercial administrative 
departments in the district (town) concerned may, after verifying 

the reason for the transfer in the application submitted, issue a 
certificate to be submitted for approval to the county (city) overseas 
Chinese affairs office. However, the transfer should not be done at a 
high price. Items to be transferred with approval should complete 

tax formalities according to pertinent rules of the tax department 

and the customs office concerned. Those who resold the items for 
profit without authorization or approval shall be punished severaly 
according to regulations by the local industrial and commercial 
administrative departments, and the portion of illegal profit shall 

be totally confiscated. For those whose offense is more serious, 
their business license may be revoked. All unlawful acts that use 
this opportunity to engage in arbitrary exchange or tax evasion or 

to collude in switching goods and materials in order to resell at a 
profit shall be severely punished according to the law. 
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IVPSE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


SSAT* MONOPOLY OF FOREIGN TKADE IN EASTERN EUROPE DISCUSSED 
seijing GUOJL MAOYT [INTEKTKADF] in Chinese Ne 7, 27 Jul 84 pp 57-59 


[Article by Lin Baorong [0491 1405 5554]: “System of State “Monopoly of Foreign 
Trade in Fastern Furopean Countries Explored” ] 


'Text] The system of state monopoly of foreign trade was clearly stipulated in 
the decree “Concerning the Nationalization of Foreign Trade” signed by Lenin on 
22 April 1918. At that time, Lenin strongly pointed out the important role of 
state monopoly of foreign trade in prutecting the national eronony. 

For wany years, the theory and principle behind the state monopoly of foreign 
trade have been practiced in the Soviet Union. 


In smaimacy, the principle behind the traditional system of state monopoly of 
foreign trade includes the following salient features: 


1) State monopoly of foreign trade is a hallmark of foreign trade in socialist 
countries and is mainly manifested in the united action in the name of the 
state toward foreigners and in the centralized control of exports. 2) State 
monopoly of foreign trade is exercised through the special foreign trade 
corporations which exclusively deal in foreign trade under the ministry of 
foreign trade. 3) In carrying out the state's mandatory plans, the special 
foreign trade corporations operate primarily not for the purpose of profit 
naking, but rather under the principle of fulfilling the state's foreizn trade 
plans. 4) Foreign trade prices are different from domestic prices, and all 
profits and losses are handled by the state according to the financial system. 


Sinee World War TI, the Fastern Eurupean countries have copied wholesale the 
theory and principle behind Soviet Union's system of state monopoly of loceign 
trade and practiced tnem in their own countries. From the 1950's to the 
iid-1960's, this theory and principle have played a great role in primoting the 
development of foreign trade in these countries and enabled them to concentrate 
their resources on healing the wounds of war, to combat the imperialist 
liseriminatory policies and economic blockade, and to protect their own 
industries. After the mid-1960's, however, the rate of ecunomic growth in the 
Soviet Union and the Fastern Eurvpean countries declined in varying degrees 
‘ith adverse effects on the people's living standards and the political 
tability in some countries. Then “ercronomic reform” began on different 





occasions with emphasis on the isprovement of economic results and quality. 
These countries also imported Western technolupy, equipaent and funds as the 
Lmport int components of their new ccononic stratepy. 


The Fastern Furopean countries are poor ia natural resources. Because of their 
saall domestic markets, they have to rely heavily on foreign trade. To these 
countries, therefore, foreign trade is not merely a question of readjusting 
surplus and shortage or weeting market demands; it is a driving force for 
econonic development through exports and the importation of needed producis and 
alvanced technology. Along with the changes in the world econoay, foreign 
trade is finding its way deeper and deeper into the spheres of production, 
investwent and scientific research. Under such conditions, the former systea 
of foreign trade, especially the system of finance, would handicap instead of 
prometine foreign trade development. To mect the needs of objective 
developments, the Fastern Furvpean countries have since the 1960's, and 
particularly since the beginning of the 1970's, begium to restructure their 
foceiga trade system. The first question encountered in this task was how to 
deal with the system of state monopoly of foreign trade. After repeater: 
explorations, they agreed that che principle of state monopoly of foreign trade 
mist be firmly adhered tu. * Therefore, in their constitutions, foreign trade 
laws and other laws, they specifically stipulated the need for state monopoly 
of foreign trade and particularly the need for united action toward foreigners 
and ior ceniralized administration by the slate as a matter of principle, 


l. In the fora of law, the state designated a central organ Cnow the ministry 
of toreign trade) as the state's representative with full power over foreign 
trade administration and the enforcencent of state monopoly. 


2. (in dealing with all foreign trade enterprises (repgardicss of their 
affiliations), the ministry of foreign trade had the power to approve their 
establishment and to suspend their business activities, to supervise and 
evaliate their performances, to appoint (in the case of directly affiliated 
enter pcises) or to participate in the appointment Cin the case of enterprises 
under dual leadership) of the general managers of foreign trade corporations or 
enterprises. At the same time, it was stipulated that all foreign trade 
entorprises Cregardless of theirc affiliations) must uphold the state's foreign 
trade policy and submit to the leadership of the ministry of foreign trade, 


3. The ninistry of foreign trade, as the state's representative, should have 
Full authority to sign and issue import and export peraits and to ensure united 
action toward foreigners in foreign trade matters. 


4. A whole set of laws and regulations were introduced stipulating the rights, 
responsibilities and interests of the relevant povernnent departments, 
enterpcises, leaders of foreign trade enterprises, their personnel, and their 
mutual relationships. 


5. The principle of state monopoly of [foreign exchange was enforced, 


Wits state monopoly of foreign trade ax a prerequisite, these countries apain 
cacried out new explorations on the traditional concepts of this theory and the 


actus.) owtods used. 





irsi, thev held tn.t there should be some new substance la the theorv of state 


ionopoly, and some new interpretation of the word “monopoly.” For example, a 
responsible person of the Hungarian “finistry of Foreign Trade has defined state 
monopoly of foreign trade ia these vords: “Tne so-called state monopoly oi 
foreign trade does not sean the monopoly of business operation, but rather the 


ionopoly of Leadership and 


"nonopoly’ does not mean the nonopoly by the ministry of fFoceign trade or the 


administration of foreign trade3 aad the so-called 


special foreign trade corporations. The power of monopoly belongs to the 
council of ministers and can be exercised dv a certain central oryvan authorized 
by this council.” The “Principles of State-Run Fatecprise Activities in 1982" 
vroclaimed by the Polish Council of “linisters said that the state wonopoly of 
foreign trade was no lonyver as all-inclusive as it had been before, and that it 
was now manifested as policy decisions based on the laws and ordinances 

reval ip the volume of toreipn trade, the coumodities and the regional 
Structures, the foreljyn exchange and credit policies and other wajoc principles 


all formulated by the council and the vovernment. 


ten, the Fastecn Furopean 
\e 


In the practice of restructuring the foreign trade 


SVS 
couutries have made sone breakthroughs in the traditional monopoly system. 


. 


v 


breakthroughs are as followss 
(1) Delegation of Authority in Foreign Trade Operation to Lower Levels and 
Breaking the “lonopoly bv a Single Unit 


Tn Nungary, before the restructuring of the foreign trade systen, there were 28 


special foreiyn trade corporations responsible for imports and exports. After 
the delegation of authority over foreign trade to the lower levels, the nuiber 
of these companies was increased to 46 in the first half of 1984, and the 


niaber of enterprises enjoving special foreign trade rights was increased to 


173. %In addition, the povermient apencies, research organs, special foreign 
trade corporations and enterprises with special foreign trade rights could also 
apply for the rights of single foreign trade transactions on certain particular 


(*«) mndities. 


After 10 years of practice and explorations, the German Democratic Republic has 


Since 1980 rather signifieantiv refocned its foreiyn trade systen alony with 
@he i110? »% over f sath § ony oY 4 Le Tha Fare Tre antac . . 
che WUuSsSArOONWILMNe OT COM ec Ft iterprises,. ine ,Orelpn trade co Ipanhies We Ts 


downgraded under the industrial departnents or combined enterprises according 
to their business conditions. Then they had to submit to the dual leadership 
of the ministry of foreipn trade and the industrial departments or the coubined 
enterprises. Furthermore, six other conbined enterprises dealing in special 
’ 


ie 


commodities also obtained Tron the ninistry of foreign trade the foreiyvn tras 


rights together with the qualifications of lepal entities in their direct 


dealings with foreign traders. Through the reform, the task of exports was 
undertaken by the production departments and production enterprises, and the 
‘oreign trade corporations becane the foreign sales departments of the 
production units or conbined ent: rprises. 

In Bulgaria, during the restructuring of the foreign trade systen, sone Soreipn 


trade orpanizations were reclassified as production enterprises, while 


specialized foteipn trade apencies were set up in some special departuents, 





After the introduction of the “New Feonomic System" in 1982, this country again 
popularized the experiences of the “toreign trade associations” formed of 
several DuSiness units. Thus the number of foreign trade units in Bulgaria was 
vyreatly increased. 

In 1982, the Polish Council of Ministers decided that in doing business with 
capitalist countries, all enterprises exporting goods or labor could obtain 
foreign trade rights provided 25 percent of their output value could be 


uw 


expocted, or their export value could exceed 1 dillion zloties, in addition to 
the availability of foreign trade cadres on their staff and other suitable 
technical and organizational conditions. Those enterprises which were in 
partnership with foreigners and relying on the processing of custoner-supplied 
materials as a source of exports, or those engaged in privileged exports could 
also apply for direct trading rights. 


In Konania, according to a state decree in 1969, centralized leadership by the 
ninistrey of foreign trade was replaced by a dual leadership of this ministry 
and a production department. In 1976, the system apain became more centralized 
With greater administrative power for this ministry. ‘lowever, a very large 
number of Foreign trade enterprises are still under dual leadership. 


(2) [Independent Accounting For Foreign Trade knterprises, End of the Financial 
System of Uxclusive Handling of Revenues and Expenditures by the State 


Before the restructuring of the foreign trade systen, the profits and losses of 
foreign trade corporations were taken care of by the ministry of foreign trade 
and accounted foc by the ministry of Finance. Since the restructuring, most of 
these enterprises have assumed the responsibility for their owa profits and 
losses and operated under a financial system of independent accounting. Most 
of the imports and expocts were carried out by foreign trade corporations in 
tie capacity of commission agents. 


In jhingary, the foreign trade enterprises are financially responsible for their 
own peofits and losses and paying taxes in lieu of delivecing profits. They 
also have to solve most of their own econonic problems. Financially, these 
enterprises have no direct relationship with the ministry of foreign trade. 
They vely on their comaissions and the profits earned From their own business 
partnership in paying the expenses of the foceign trade corporations, and have 
to pay their own profit tax and other taxes. According to regulations, thie 
special foreign trade corporations must turn in 15 percent of their profits as 
wave tax and 15 percent of the remainder as local development tax. Then 

50 percent of the net remainder has to paid as profit tax. These three taxes 
account for approximately 65 percent of the total profit and the remaining 
portion is at the disposal of the foreign trade enterprises. These enterprises 
can deposit their remaining profits in the bank, invest them in production 
enterprises, or use them to purchase fixed assets and equipment. They can also 
raise the workers’ wayes, pay bonuses and provide collective welfare 


Facilities. 


In the Gerinan Yenocratic Republic, foreign trade corporations can open 
independent bank accounts and form direct contacts with the ministry of 
finance. Most of these corporations’ exported prodicts are handled in the Form 








of consignments, and only a small portion of the local products are procured 
for expocts. Imports are handled by the corporations and then sold to the 
combined enterprises or other customers at state-set prices. Their own 
business proceeds become commercial profits which, with the addition of their 
commissions, constitute the income of foreign trade enterprises. The foreign 
trade corporations should turn in their profits to the ministry of finance 
according to the profit targets assigned by the state planning coumission. 
Even though the foreign trade enterprises are operating at a loss and have 
borrow from the bank, they still have to turn ia the profits due. If they 
operate at a profit, they can retain part of the profits for purchasing office 
equipnent, providing collective welfare facilities or paying bonuses to 
workers. 


> 


a?) 


In the course of restructuring its foreign trade system, Bulgaria has always 
attached importance to the principle of economic accounting and the 
enterprises’ responsibility for their own profits and losses. Most of the 
foreign trade enterprises are handing over their profits directly to the 
ministry of finance to be included in the state budget. 


Before 1980, Poland had already restructured its system of account settlement 
in financial administration. During the econonic restructuring in 1982, the 

foreign trade enterprises, like other enterprises in the country, carried out 
the principle of independence in decisionmaking and responsibility for their 

own profits and losses. 


(3) Administration of Foreign Trade through Regulation with Feonomic “Means, 
Elimination of Sole Reliance on Mandatory Plans 


In the course of economic restructuring, all Eastern Furopean countries are 
paying great attention to comnodity production and to the roles of the law of 
value and market mechanism. Therefore, they all use in varying degrees 
economic means (Cinecluding price, exchange rates, credit, tax and waves) to 
manage foreign trade and have reduced the mandatory element of their plans. 


In Itungary’s foreign trade, the state's plan for the enterprises can only be 
used for guidance and reference, and the enterprises are under no obligation to 
fulfill them. Bulgaria and Poland are also showing the sane tendency. Under 
such conditions, to enable the enterprises’ plans to be incorporated in the 
state's foreign trade plans, effective economic weans have to be used for 
regulation. Even in those countries which are carrying out mandatory plans, 
the following economic means are used for regulations 


(1) Changing foreign trade prices to narrow the pap between then and the 
domestic prices. While the restructuring of the foceign trade system was in 
progress, the Fastern Furopean countecies began to understand tiat the disparity 
between the prices at hone and abroad would be disadvantageous to econo rie 
accounting and would handicap the iaprovenent of economic cesults ino foreizn 
trade. Therefore, they began to study tie way to ceduce this disparity. 512 ice 
the late 1960's, these countries have mostly adopted the system of 
supplenenting state subsidy with a foreijzn currency with a coeffietent for 
foreign trade prices. In the inid-1970's, because of the price inerease in 





netroleun, it was increasingly difficult for this system to ueet the changed 
conditions, and state subsidies rapidly increasei. In Hungary, a new pcropgran 
of price reform was brewing after the mid-197U0's, and since 1 January 1980, 
coapetitive prices were introduced to fora a link betweea domestic and foreign 
prices. The essence of this arrangement was that for fuel, energy and raw 
materials, the highest prices of imports from capitalist countries were used as 
the basic prices, and for industrial products, the highest prices of expocts to 
capitalist countries were used as the basic prices. In 1982, Bulgaria adopted 
a new systen under which wholesale prices were based on the buying and selling 
prices of foreign transactions and including taxes and other expenses, and 
foreign trade nrices were planned according to changing market conditions 
abroad and the forecast of such changes. In Poland, a competitive price systeu 
was adopted whereby prices were set accocding to the prices of transactions La 
the free currency areas and based on a zeneral system of mixed prices (nanely, 
a mixture of official prices, regulatory prices, negotiated prices ia 
contracts, and free prices). 


The purpose of these countries in forming or pceparing to Link domestic with 
foreizn prices is to make full use of the law of value and to adopt the 
standard of international value to measuring the results of enterprise 
operation at home as an encouragement for the production enterprises to improv. 
their operation and management and to enhance the competitive power of their 
products on the international market. 


(2) A Positive Credit Policy. For example, Yungary is attaching great 
importance to export enterprises and is supporting them with loans. 

Preferential interest rates are given for these loans; furtheravce, 45 percent 
of the interests paid would be reimbursed if the export enterpcise can bring 
about the economic results stipulated in the contract. Of course, there are 
rigid conditions for the use of these loans, such as 75 pereent of the products 
for export and the products’ foreign exchange earning rate cannot ve lower than 
the current exchange rate. If the products are exported by a special foreign 
trade corporation, this corporation and the production enterpcise have to sign 
a contract and share the responsibility for the risks. 


Bulgaria, the German Denocratic RKRepublie aad Poland grant loans in foreign 
exchange for inporting patents, machinery and equipment that may ely inerease 
the quantities and improve the quality of products for exports. Generally, it 
is stipulated that the foreign exchange loans siould be redeenec with interest 
out of the foreign exchange earned fron the increase in exports as a direct ot 
indirect result of these loans. 


(3) Wage and bonus systems. The Fastern Puropean countries treat the wage and 
bonus systems as one of the important econouie cweans of repulation desiaened to 
improve the economic results of foreign trade. For exauple, the Hungarian 
povernnent stipulates a unified coefficient for the inerease in the wage funds 
of enterprises every year. The percentage of ware tacreases in foreign trade 
corporations is equal to the coefficient of the wayo increase vultiplied by the 
profit rate. If there are above-quota profits as a result of outstanding 


business operation, the wages will be raised above tie percentare set by the 


. 


state, and no progressive wage tax will be levied. In Pulraria, it is 








Stipulated that the wage scales of foreign trade personnel are dicectly 
determined by the napaitude of their contributions to the total incone. The 
Fastera European countries also have bonus systeas for foreign trade 
enterprises with outstanding nerformances, and these enterprises in turn use 
most of the bonus funds as rewards for their workers. At the same time, there 


is a system of punishment for those enterprises whose performance is poor. 
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TAIWAN 


TAIWAN MUST FREE IMPORTS TO SATISFY U.S. POLICIES 
0W260403 Taipei CNA in English 0238 GMT 26 Nov 84 


[Text] Taipei, 25 Nov (CNA)--The Board of Foreign Trade [BOFT] said Sunday 
that this nation will have to pay a high price to keep some of its products 
from “graduating"” from the generalized system of preference [GSP] of the 
United States, in addition to undergoing a difficult process. 


Some PRC products have been listed as items to be "brought back" in a new 
bill governing the U.S. GSP treatment to foreign nations. The bill will 
go into force in April next year. 


The BOFT said cnder the new bill, ali import items that have reached the 
standard for fair competition--the individual items whose import values have 
reached $25 million or whose import volumes have surpassed 25 percent of the 
total--will have to graduate from the list of GSP treatment of the United 
States. 


The U.S. President will order a buying-back of such items according to the 
beneficiary country's (exporting country's) economic behaviors that are to 
the interest of his nation, such as to what extent the exporting country has 
opened its market, what measures it has taken to protect intellectual prop- 
erties, and even how much U.S. investment it has allowed in its economy. 


Should the Republic of China pay a price in exchange for a continuation of 
the GSP treatment for some of its products? As has been shown above, this 
country will have to, among other things, open its domestic market to an 
amount of the U.S. products that it considers "satisfactory" if this country 
wants to keep its bound-for-graduation products in the GSP treatment list. 


On the other hand, what will this country gain if it pays such prices? The 
U.S. law stipulates that the total values of items entitled to enjoying 

the GSP treatment should not exceed 30 percent of the volume of the U.S. 
tax-free import tariffs. Furthermore, countries whose exports to the U.S. 
enjoy more than 10 percent of the duty-free total of the U.S. or countries 
whose per capita Gross National Product has exceeded $5,000--such as the ROC, 
South Korea, Hong Kong, and Singapore--can enjoy only a maximum 15 perceut 

of that country's total for duty-free imports. 








For example, the “BOFT pointed out, last year the U.S. set a ceiling of $10.8 
billion for its duty-free imports, 30 percent of which is $3.25 billion. 
Therefore, each of these newly industrialized Asian countries could enjoy 
only $1.62 billion in tax-free exports to the United States. 


The BOFT urged the government and the industries here not to expect too much 
from hoping to continue enjoying GSP treatment since that would cost his 
nation too high a price. "The process involving efforts to keep some of our 
products in the GSP treatment would be extremely complicated. We should 
consider if it pays in undertaking these efforts," the BOFT concluded. 
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TAIWAN 


TAIPEI CUTS IMPORT DUTIES ON 1,058 ITEMS 
OW260626 Taipei CHINA POST in English 23 Nov 84 p 12 


[Text] The Executive Yuan yesterday approved draft revisions to the import 
tariff regulatiosn which will reduce import duties on 1,058 items. 


The revisions, which will be screened by the Legislative Yuan, scale down 
the highest import tariff rate on consumer goods from 100 percent to 75 per- 
cent. 


The revisions grant tariff reductions of over 20 percent on imports of lip- 
sticks, perfume, chocolate, biscuits, abalone, shark's fin, shirts, neckties 
and other consumer goods. 


The revisions, drawn up by the Ministry of Finance, are designed in line 
with the policies of internat ‘onalizing the economy, liberalizing trade, 
removing the tax-refund system over the next five vears and innroviir taxa- 
tion structure, the MOF said. 


According to the revisions, average nominal import tariff rates will be cut 
from 35.95 percent to 31.89 percent for items in the first category, and 
from 30.81 percent to 26.31 percent for those in the second category. 


Loss of Revenue 


Real tariffs will be reduced from an average of 7.67 percent to 6.79 percent. 
The government has said it will reduce the average real tariff to five 
percent by 1990. 


The revisions, which also grant free duty treatment to 35 controlled im 
ported items, such as weapons, will result in the loss of NTS4 billion of 
annual government tariff revenue, the MOF said. 


Substantial tariff reductions will also be granted on items imported for 
re-export after processing. These include leather goods, lumber and 
timber, wood pulp, paper, bicycle parts and accessories. Tlax-refunds on 
these items will be removed completely this year. 








mport tariffs on shoes, textiles, sporting goods, carpets, handbags and 
other products which are also locally manufactured and strongly competitive 
on overseas markets will be slashed substantially under the revisions. 


Promote Competitiveness 


he MOF said the revisions are also designed to narrow import tariff dif- 
ferences among raw materials, semi-finished products, and completed products 
to ensure reasonable development of various industries. 


lariff protection of certain industries will be reduced under the revisions 
to stimulate local industries to promote the competitiveness of their prod- 
ucts and to ensure fair competition on the domestic market, officials said. 
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TAIWAN 


TAIWAN-FRENCH ECONOMIC COMMITTEES MEET 
OW270839 Taipei CNA in English 0940 GMT 26 Nov 84 


[Text] Taipei, 26 Nov (CNA)--The first joint conference of the Chinese- 
French Economic Cooperation Committee and the French-Chinese Economic Cooper- 
ation Committee opened at the Lai Lai Sheraton Hotel this morning. 


The meeting was jointly presided over by K.S. Chang, head of the Chinese 
committee, and Dr Pierre Aigrain, leader of the French committee. More 
than 90 business leaders from the two countries attended the one-day meeting. 


They discussed cooperation in trade, economic, financial, banking, scientific 
and technical fields and cooperation among the medium-sized enterprises of 
the two countries. 


In his opening address, Chang said, "The Republic of China is really a pro- 
mising land to do business, export, import, financing and investments." 


"We are eager in looking forward to expanding trade and other economic rela- 
tions with France," he added. 


Speaking at the same occasion, Dr Aigrain said his country wanted to expand 
trade and economic relations with the ROC despite an absence of diplomatic 
ties between the twocountries. 


In a keynote speech, Vice Economic Affairs Minister Wang Chien-shuan told 
the participants, including 40 French businessmen, that the economic rela- 
tions between the two countries have seen marked improvement in recent years. 


He cited the successive establishment of five French bank branches in Taipei 
as an example. "This points to to the optimum business climate of our 
country,” he said. 


"Intensive efforts are now being made to further enhance our economic status. 
For the fulfillment of this objective, trade and industrial collaboration 
between our country and France must be further fostered," he added. 


Both sides pledged to strengthen trade and economic ties between the two 
countries. 





After the meeting today, the French businessmen will call on government offi- 
Cials and meet with local businessmen and then visit the Hsinchu science- 
based industrial park and the industrial technology and research institute 
also in Hsinchu. 


France is the fourth largest trading partner of the Republic of China in 
Europe, trailing behind West Germany, Britain and the Netherlands. [he (two- 
way trade totalled more than U.S. dlr 377 million in the first 10 months 
this year with the ROC enjoying a favorable trade balance. 
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TAIWAN 


BRIEFS 


REVISION OF U.S. GSP PROGRAM--Taipei, 21 Now (CNA)--A ranking trade official 
said Wednesday that the revised generalized system of preference program of 
the United States to be in force on January 4, 1985 will seriously affect 
this nation's exports to the United States. The official with the Board of 
Foreign Trade said that under the revised GSP program, at least 149 items 
exported to the United States will graduate from the programs. Export value 
of these 149 items to the United States is estimated at U.S. dollar 4.6 
billion annually, accounting for 41 percent of this nation's exports to the 
United States in 1983. With an export-oriented economy, this nation should 
reduce its reliance on the U.S. market, the official said, adding that it is 
vital for the domestic industry to accelerate the advancement of the indus- 
trail structure and to boost industrial productivity. [Text] [Taipei CNA in 
English 0302 GMT 22 Nov 84 OW] 


1985 GROWTH TARGET SET--Taipei, 15 Nov (CNA)--The Council for Economic Plan- 
ning and Development (CEPD) has set the target of economic growth in 1985 

at 8.5 percent with the inflation rate kept below 2.5 percent. This year's 
economic growth of 10.8 percent will be the highest in the world, higher than 
Hong Kong's 8 percent, Singapore's 7 percent, South Korea's 7.7 percent and 
other countries, including the United States and Europe. According to the 
CEPD projection, the nation will register a trade surplus of U.S. dollars 
6.8 billion next year, lower than this year's U.S. dollars 7 billion. The 
council forecast that Taiwan's exports of commodities and labor will grow 
by around 14 percent but imports will increased by 16 percent. The higher 
import target will help redress Taiwan's trade surplus with the United 
Statea and other countries, a council official said. This will also help 
avoid rising protectionism from the industrialized countries against the 
Republic of China, he added. This year's high growth, he said, is due to 
rising economic recovery in the United States and Japan. However, he pre- 
dicted the economic recovery in the United States and other countries wil! 
slow down next year, thus lowering the growth rate of the export-oriented 
economy of this country, he noted. [Text] [Taipei CNA in English 1015 GMT 
15 Nov 84 OW] 


TEXTILE FEDERATION PRICE INCREASES--Taipei, 26 Nov (CNA)--Taiwan exported 
81,300 metric tons of textiles valued at $4.8 billion during the first three 
quarters this year, a 12 percent and 28 percent increase, respectively, over 





last year. The total value of textile exports for all of 1984 is expected 

to exceed $6 billion, a 25 percent growth from last year, according to 
Statistics recently released by the Taiwan Textile Federation (TTF). The 
growth is attributed to the international economic recovery during 1984 and to 
higher quota prices, a ranking TIF official said. TIF statistics show unit- 
price increases of several textile categories for U.S.-bound boods. They are: 
--638 (men's knit shirts): up 23 percent; --638 (women's knit shirts): up 

31 percent; --640 (men's/women shirts): up 33 percent; --645/6 (sweaters): 

up 31 percent; --647 (trousers): up 49 percent; --648 (women's pants): 

up 34 percent. [Text] [Taipei CNA in English 0329 GIT 27 Now 84 OW] 


JAPANESE ENGINEERS" VISIT=--Taipei, 23 Now (CNA)--Premier Yu Kuo-haw Friday 
received the visiting Japanese engineering experts at the Executive Yuan. The 
Japanese experts are here attending the Sino-Japanese engineering technology 
symposium being held now in Taipei. Yu expressed his hope that the Japanese 
engineers will offer their ideas and sujgestions during the symposium so as 

to help accelerate the development of this nation's engineering science. 

The visiting engineers thanked Premier Yu for receiving them and said that 
they are willing to intensify the promotion of technological interflow between 
their country and the Republic of China. [Text] [Taipei CNA in English 025] 
GMT 24 Nov 84 OW] 
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HONG KONG ECONOMIC TRENDS 


HONG KONG GOVERNOR PROMISES TO RETAIN FOREIGN EXCHANGE SYSTEM 
Hong Kong TA KUNG PAO in Chinese 5 Oct 84 p 9 


/Article: “Hong Kong Governor Reiterates That Foreign Exchange System Will 
Remain Unchanged"/ 


/Text/ In discussing the Hong Kong dollar pegged exchange rate system in his 
administrative report yesterday, the Covernor of Hon; Kong reiterated that the 
government “has no plans to change the pegged foreign exchange rate system." 
He further revealed that the government would continue to exercise careful 
control over the development of financial operations and that a number of 
relevant regulations would be proposed within the year. 


The Governor of Hong Kong said, “Revised company regulations will be adopted 

in January and become officially effective at the end of August. The Committee 
for the Reform of Company Regulations has been set up to ensure that the regula- 
tions will keep up with developments. This committee, together with the 
Supervisory Committee on Securities, will also submit proposals for the reform 
of securities regulations and regulations for the protection of investors.” 


The Governor of Hong Kong further indicated that the report on the insurance 
industry drafted by the Legal Reform Committee had been submitted to the Con- 
sultative Committee on the Insurance Industry for its examination and approval, 
that it was expected to be made public next year and that the provisions of the 
regulations governing insurance companies would go into effect within the year. 


He further revealed that the relevant regulations authorizing the new Hong 

Kong Futures Exchange Clearinghouse to operate a new index futures stock market 
and other financial certificate markets will soon be submitted on the lesislative 
Council and that a bill to create a supervisory framework for improved regula- 
tions governing the exchange of commodities would be formulated. At the same 
time, regulations governing the qualifications of members of the United Exchange 
Market would also be submitted to the current session of the Legislative Council. 
In addition, regulations are presently being drafted by the authorities con- 
cerning the placing of stocks in the market and compensation funds. 
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HONG KONG ECONOMIC TRENDS 


YISTRIBUTION OF PROCEEDS FROM LAND SALES IN HONG KONG 
long Kong WEN WEI PO in Chinese 10 Oct 84 p 8 


/Article: "Part of Proceeds from Land Sales in Hong Kong Will Go to Special 
Administrative Region Government"'/ 


‘Text/ After presiding over the consummation ceremony at Lijing Garden yester- 
day, Financial Secretary Sir John Bremridge told reporters that part of the 
proceeds from the sale of land by the Hong Kong Government would be paid to the 
coming government of the Speical Administrative Region as stipulated by the 
joint Sino-British statement and that it would not greatly affect the financial 
receipts of the tiong Kong Government. 


While admitting that the above-mentioned stipulation would have a certain 
effect on the financial receipts of the Hong Kong Government, Sir John 
Sremridge expressed the opinion that it would be rather limited. He explained 
that, according to the stipulation, such income would be equally divided only 
atter the deduction of the cost for land development and that, in view of the 
low cost of land and the high cost of land development in Hong Kong at the 
present time, the amount of the proceeds from the sale of land to be paid by 
the Hong Kong Government to the Speical Administrative Region Government would 
amount to oniy 30 percent of the total proceeds from the sale of land. He 
further pointed out that since the sale of land by the Hong Kong Government 
for the current financial year was expected to amount to 2 billion Hong Kong 
dollars, or only five percent of the total financial receipts of 37 billion 
Hong Kong dollars, the importance of the proceeds from the sale of land to the 
Hong song Government would be greatly reduced. 


On the subject of the deficit problem in Hong Kong, Sir John Bremridge indicated 
that it could be solved by increasing taxes, reducing expenditures and even by 
contracting loans. He expressed the hope, however, that it would not be 
necessary to increase direct taxes during the coming fiscal year and said that 
he was confident that a balance of revenues and expenditures would be achieved 
by 1986 or 1987. 


Regarding the improvement of the environment for reinvestment, he said that it 
would be several months before any changes could be seen. He further expressed 
the opinion that land prices in Hong Kong would gradually go up in the days to 


come. 
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HONG KONG ECONOMIC TRENDS 


CONSTRUCTION OF SECOND HARBOR TUNNEL IN HONG KONG 
Hong Kong TA KUNG PAO in Chinese 10 Oct 84 p 9 
/Article: “Construction of Second Harbor Tunnel in Hong Kong"/ 


/Text/ At a "Meeting for the Study and Discussion of the Development of the 
Electronics Industry" yesterday, Wang Guangying /3769 0342 5391/, chairman of 
the Board of Directors of the Guangda Group of Industries, indicated that the 
group would be interested in participating in the construction of a second 
harbor tunnel in Hong Kong. 


He stated that the construction of a second harbor tunnel would benefit economic 
development in Hong Kong and that the cost would be higher than that of the 
first in view of its greater length, its higher degree of difficult and its 
larger scale. 


He indicated that with the joint establishment of the Guangda-Xionggu Develop- 
ment Co Ltd by the Guangda Group of Industries and the Japanese Xionggu /3574 
6253/ Group of Industries in May this year, the Guangda Group of Industries 
would be in a position to undertake large-scale construction projects. As for 
specific developments concerning the construction of a second tunnel at the 
present time, he declined to make any comment in the absence of reliable 
information. 


While expressing the opinion that the hotel business in Hong Kong was looking 
up, he denied categorically that the group was planning to purchase the Yidong 
Hotel from the Realty Co. He stated that while the construction of a iarge- 
scale hotel was under consideration among the construction projects to be 
undertaken in the second section of Golden Bell /Jinzhong 6855 6988/, specific 
decisions would be made according to the market situation at the proper time. 


In his address to the study and discussion meeting, he further revealed that 
the Cuangda Industrial Co had concluded with the Zhuhai Special Economic Zone 

a long-term agreement to engage in a wide range of cooperative projects, that 
the special zone had set aside a piece of land for the establishment of various 
types of industries of an intensive scientific and technical nature and that 
the electronics industry would be one of the key projects. 


ff 











lie expressed the belief that the increasingly close econumic relations between 
China and Hong Kong would be extremely beneficial to the development of the 
electronics industry in Hong Kong and that by adopting various forms of coopera- 
tion, such as compensatory trade, joint operations, cooperative production and 
the establishment or solely ftinanced factories, both sides could complement 

and supplement each other in jointiy developing the electronics industry in 

Hong Kong and China. 
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HONG KONG ECONOMIC TRENDS 


HONG KONG EXCHANGE RATE SYSTEM SHOULD REMAIN UNCHANGED 
Hong Kong JINGJI DAOBAO in Chinese 15 Oct 84 p 1 


/Article: "The Hong Kong Dollar Pegged Exchange Rate System Should Not Be 
Abolished"/ 


/Text/ Whether the Hong Kong dvilar pegged exchange rate system /huilu lianxi 
zhi 0565 3764 5114 0190 0%55, should be retained or abolished has recently 

been a subject of dispute. Since the joint statement issued by China and 
Britain on Hong Kong was made public, a number of bankers have put forward the 
proposal that the existing foreign exchange rate system should be done away 
with next spring or shortly after, while many prominent figures in the economic 
and academic circles have expressed their opposition to the proposal. 


It should be understood that the proposal to do away with the pegged exchange 
rate system is not made without valid reasons. The main reason is that since 
the adoption of the pegged exchange rate system almost a year ago and especially 
since the publication of the joint Sino-British agreement, the political and 
economic situation in Hong Kong has undergone vast changes. Politically, the 
local residents and foreign investors, who had hitherto had their doubts about 
the future of Hong Kong, are now filled with hope. Economically, the momentum 
for revival has gathered speed, the external income and expenses situation and 
the index for commodity prices, which are closely related to the monetary 
exchange rate, have shown great improvement and the exchange rate of the Hong 
Kong dollar has been stabilized. Because of these changes, it is believed that 
there is no necessity to continue the emergency measures which had been adopted 
to save the Hong Kong dollar from the brink of collapse caused by political 

and economic factors. 


It cannot be denied that if the pegged exchange rate system had not been adopted, 
it would not have been possible to maintain the stability of the exchange rate 

of the Hong Kong dollar during the past year. However, it should be seen that 
the adoption of the pegged exchange rate system has had and will continue to 

have certain side effects. One of the major side effects is the added diffi- 
culties which have been brought to banking operations. On the one hand, the 
system has adversely affected foreign exchange operations on which the banks 
depend for a large part of their profits (according to toreign exchange quarters, 
the volume of trade in Hong Kong and American dollars in the foreign exchange 
market has been reduced by 40 percent from the regular volume as a result of 
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the stabilization of the exchange rate between the Hong Kong and American 
dollars). On the other hand, the system has rendered it impossible for the 
banks to set interest rates to meet the needs of their operations. During 
July, for instance, just when the banks had large amounts of funds on hand and 


were anxious to lower the interest rate, they had no alternative but to increase 


sharply the interest rate in order te maintain the exchange rate of the Hong 
Kong dollar. Another side effect brought on by the system is that if the 
American economy should show signs of a recession or inflation, the adverse 
effect would be felt in llong Kong because of the linkage between the Hong “ong 
and American dollars. In other words, from the standpoint of banking opera- 
tions and the need to ease the dependence of the Hong Kong economy on the 
American economy, it is necessary to abolish the existing Hong Kong dollar 
exchange system. 


There are some among those who favor the abolition of the foreign exchange 
system who support their views by pointing out that since Hong Kong has always 
adopted the free financial policy based on market adjustments, the enforcement 
of the “official price" set by the authorities and the maintenance of the 
pegged exchange rate system through official interference would be at best a 
matter of expediency. 


Taking every aspect of the problem into consideration, however, we may draw 
the conclusion that it would be better to retain the existing pegged exchange 
rate system. 


(1) The maintenance of the existing exchange rate system offers liong Kony a 
better environment for operations. As a result of the support given by the 
people to the joint Sino-British statement, the political factor has had the 
effect of boosting the value of the Hong Kong dollar. Furthermore, in view of 
the bright future of the Hong Kong economy, the inflow of capital into Hony 
Kong is certain to develop into a trend. With the resumption of the floating 
exchange rate system, this trend is certain to have the effect of strengthening 
the Hong Kong dollar. The maintenance of the present exchange rate system, on 
the other hand, would certainly result in the devaluation of the Hong Kony 
dollar. While the strength of the Hong Kong dollar would be good for the lHlong 
Kong economy, the devaluation of the Hong Kong dollar would yield even better 
results because it would benefit Hong Kong's major economic mainstays. It 
would reduce the cost of investment in the manufacturing industries, speed up 
the revival of real estate enterprises, increase the competitive edge of the 
export industries, offer better attraction to the tourist trade and enable the 
banking enterprises to expand their operations through the development of the 
various trades and businesses. 


(2) The maintenance of the existing exchange rate system would better ensure 
the stability of the exchange rate of the Hong Kong dollar. It is generally 
acknowledged that whether or not Hong Kong can enjoy stability and prosperity 
hinges on whether or not stability and prosperity can be maintained during the 
transition period and that Hong Kong's wellbeing during the transition period 
hingest on the stability of the Hong Kong dollar. Since the joint statement 
has already been initialed, there is little possibility of again using the 
problem of the future of Hong xong to damage the Hong Kony dollar. However, 





we cannot rule out the engagement in speculative activities by those wit 
political and economic motives. It is clear that the existing exchan L 
System is better able to cope with the speculative activiti 


exchange rate svstem. 
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(3) Within the foreseeable future, the existing exchanve rate svstem is 
likely to lead to the influx of adverse influences from the United Stat. 
While it is clear that the American economy has slowed down since the third 
quarter, it is not likely to be bogged down bvyan other period of recession next 
vear in view of the new impetus provided by a sizable increase in capital for 
investment. There is at the same time no indication of a worsening of int lation 
or a dramatic drop in the value of the American dollar. For this reason, the 
maintenance of the exchange rate between the Hong Kong and American dollars 

will not jeopardize the Hong Kong economy. 


(4) There is no contradiction between maintaining the existing exchange rate 
system and supporting the free financial system. Essentially, the existing 
exchange rate system is the same system that existed between 1935 and 1972 
because the existing foreign exchange system anc the free financial system are 
all subject to foreign exchange restrictions in the issurance of currency. for 
this reason, to say that the existing system is contrary to the tree [financial 


system, does it not imply that the system which has been in force during the 

past decades is not the free financial system? The exchange rate o! the Hong 
Kong dollar has been on a steady decline since 1977. Although it is obvious 

that the decline is due to a number of complicated factors, the basic factor 

is the lack of a policy which can be used 1s a tool to control the issuance 

of currency. In view of the fact that the overwhelming majority of the nations 
have adopted the floating exchange rate system. we favor the maintenance of the 
system that pegs the exchange rate of the Hong Kong dollar because this system 
has the effect of making up for the lack of control over the issuance of currency 
mentioned above. 


When, then, can the existing exchange rate system be abolished? It seems that 

it should be maintained at least until the appearance of a system that is 

capable of exercising effective control over the amount of currency issuance 

and even until an effective financial supervisory organization has been set up. 
In order to hasten the advent of such a time, the authorities must take advantage 
of the relative stability of the financial market to create the favorable 
conditions. 
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HONG KONG ECONOMIC TRENDS 


EVERBRIGHT PROVIDES LINK TO COASTAL CITIES 
HK280357 Beijing CHINA DAILY in English 28 Nov 84 p 2 


[Text] Hong Kong--Everbright Industrial Corporation, Ltd, has set up a spe- 
cial department to help representatives of China's coastal cities deal 
directly with foreign firms, according to the Shanghai-based WORLD ECONOMIC 
HERALD. 


They will work in the eighth-floor headquarters of the corporation in the 
Far East Monetary Centre here in Hong Kong, Wang Guangying, the firm's presi- 
dent, announced. 


Wang said that since its inauguration in August last year the corporation 
has had business relations with more than 1,300 foreign firms. It has signed 
15 contracts valued at more than $160 million. 


It has also imported technology and equipment worth nearly $300 million for 
15 government departments and 13 provinces, municipalities and autonomous 
regions of China. 


He liasted the corporation's scope of business as follows: 


Arranging the export to China of technology and equipment with emphasis 
on updating existing enterprises. 


Purchasing second-hand equipment. With the approval of the State Economic 
Commission, enterprises that buy such equipment do not need to pay with for- 
eign exchange, he noted. 


Investing in Industry 


Regional development. He gave two examples: the Beiling industrial area in 
the Zhuhai Special Economic Zone of Guangdong Province will introduce tech- 
nology-intensive projects; and the Muodaomen development area in Zhujiang, 
also of Guangdong Province, will reclaim more than 13,000 hectares from the 
sea for growing half a million tons of sugarcane per year with an invest- 
ment of 240 million yuan. 





Engineering conracts. This year the corporation will cooperate with a Japan- 
ese company on large-scale public works such as subways and railways in 
China, Hong Kong and Southeast Asia, he said. 


Developing resources. 
Cooperating with a Japanese firm to construct housing and other large projects. 
Engaging in the real estate business in Hong. The corporation has purchased 


enough land in Hong Kong to construct two 50-storey buildings and other 
office-residence buildings. 


CSO: 4020/41 





HONG KONG ECONOMIC TRENDS 


BRIEFS 


HONG KONG LIFE INSURANCE COMPANY--Hong Kong, 16 Now (XINHUA)--The Hong Kong 
branch of the China Life Insurance Company Ltd was inaugurated here Thursday. 
The branch will take over from two Chinese insurance companies set up earlier 


in Hong Kong, said general manager Ouyang Tianna. The new branch would try 
to train Chinese personnel as life insurance specialists, she said. [Text] 
{Beijing XINHUA in English 0940 GMT 16 Nov 84 OW] 


CSO: 4020/41 EN D 














